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NEW ANSWERS 
TO YOUR 


Building Problems 


HATEVER construction or remodeling 
W jou may be planning, you can save 
time, labor, and critical materials by in- 
vestigating these new multiple-function 
products, developed by Celotex for war- 
time building. 

CEMESTO combines exterior and interior 
finish, plus insulation, in a complete fire- 
resistant wall unit . . . CELO-SIDING com- 
bines sheathing, insulation, and a mineral- 
ized exterior surface. 

CELO-ROCK WALL UNITS, composed of 
laminated layers of gypsum wall board, 
are made in two styles—one weather-sur- 
faced for exterior use, the other clear white 
for interiors. Both are strong, rigid, fire- 
resistant. 

Get full details from your Celotex deal- 
er, or write direct to The Celotex Corpo- 
ration, Chicago. 


ROOFING —INSULA 
ROCK WOOL—GYPSUM WALLBOARD 
LATH— PLASTER— ACOUSTICAL PRODUCTS 
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Attention 
Treasurers ! 


Leading corporations run their 
current dividend notices with us! 
They know that ALL of our read- 
ers are stockholders of record, 
seeking investment for their sur- 
plus funds. 

What better audiences could 
you posibly find to place your 
dividend notices before. 

This is an inexpensive way to 
build permanent stockholders—to 
build confidence among security 
holders in your company and its 
current management. 

Why not schedule your next 
dividend announcement with us? 
The cost is but $1.00 per line! 

Circulation analysis on request. 


Address Advertising Department 
New York, N. Y. 
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Do you remember the good old days—back in the New Deal era 1933-1939—when the term "gover? 


ment planning" related entirely to domestic problems? Now we are gingerly venturing into global 


government planning. We don't know what sort of edifice will be created but there is agreement that 
international currency stabilization, on some kind of a gold base, must be a first step. Mr. V. L. Horoth}. 


returns to our pages to dig into this important problem in the article beginning on page 615. 
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The Trend of Events 


(00D FOR THOUGHT... Before the war the United 
Mates had a high degree of economic self-sufficiency 
md most of us took it for granted that our vast 
fatural resources, such as oil, iron, copper, lead, 

uxite, zinc, would last forever—or at any rate so 
mg that conservation was little more than a subject 
or academic discussion. Now we suddenly awake to 
he fact that war and lend-lease demand is eating up 
lese resources at a prodigious rate, and that we can 

9 longer take future supplies for granted. It is to 

doubted that intensive domestic prospecting can 
ovide more than a partial and inadequate solution. 
The chances are that undiscovered mineral wealth in 
his country is a tithe of known deposits. 

The implications of this quickening depletion of 
nur basic materials are of vital significance. If we 
lave to allow for the probability, or even a distinct 
ossibility, that another major war within a genera- 
ton or two would find us without assured resources 
noil, iron, copper, etc., then, obviously, sheer neces- 
‘ity must preclude isolationist political and economic 
bolicies. Moreover, we must be, and are, committed 
0 a post-war policy of maintaining employment and 
lational income at levels far higher than before the 
war. If we do, the indicated consumption would 
brevent the depletion rate in raw materials from 


returning to anywhere near the pre-war average. 

Apart from all other considerations, the threat of 
coming insufficiency in key raw materials implies that 
we must take positive measures to assure lasting 
peace. The minimum requirement for this is main- 
tenance of adequate armed might, in formal alliance 
with friendly powers. 

Additional implications of our changing prospect 
in raw materials are: (1) Realistic conservation 
measures to assure strategic reserves, together with 
intensified search for new internal sources of supply 
and further development of synthetic substitutes; 
and (2) the probability tiat in future our imports of 
raw materials will average substantially higher than 
in the past. If the lacter is true, our exports of 
replaceable or surplus products should also be pro- 
portionately higher. 


DOUBLE TAXATION . . . Representative Emanuel 
Celler, Democrat, of New York City, is urging the 
House Ways and Means Committee to change the 
present corporate tax laws in order to end the unjust 
“double taxation” of corporate dividends. It is, of 
course, utterly improbable that Mr. Celler will win 
his one-man fight—but the fact that he ventures to 
make it against presently hopeless odds is all the 
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more reason why he is due the hearty commendation 
and support of American investors, small and large. 
What is right is right; and what is wrong is wrong. 
If we persist in fighting for the right, whatever the 
odds, we can lose many battles but still maintain 
hope of winning final victory. 

The net earnings of an unincorporated business 
concern—or of a landlord, a farmer, or a profes- 
sional man—are subject to one Federal tax. The 
earnings of a corporation are taxed twice. First, the 
Government taxes—and very heavily—the whole 
profit; then the stockholders are taxed on that por- 
tion of the profit—on an average over 60 per cent 
of total profit after the first tax—that is paid to them 
in dividends. 

“A corporation,’ Representative Celler argues, 
“should be regarded as a conduit for transmitting 
earnings from the business to its owners, not as a 
taxpaying unit entirely apart from its owners.” Such, 
he adds, has always been the concept under British 
tax law, and still is even in war time. Mr. Celler 
favors adoption of the British practice, but as the 
next fairest alternative suggests that the tax law 
either allow corporations a credit on normal and 
surtax against dividends paid or allow stockholders 
a credit against their normal tax for dividends re- 
ceived. Aside from the matter of common justice, 
the double taxation of earnings created by human 
effort mobilized in corporate form for efficiency and 
convenience can not be in the real public interest 
because it must obviously have retrogressive effects 
upon productive private investment. 

Three cheers for Representative Celler’s efforts in 
behalf of a just, though temporarily lost, cause! 


SPEAKING OF TAXES ... Congress is again in the 
study stage on new taxes. We notice that quite a 
few “conservative” editors are arguing for higher 
personal levies in the interest of fiscal orthodoxy. 
For ourselves, we favor higher taxes only on those 
who have more income than they had before the 
war. The rest—and there are many millions of 
them—have already been very painfully squeezed 
both by previous tax increases and a rise of over 
20 per cent in the cost of living. 

The ultimate in taxation is to make it impossible 
for anybody to accumulate out of earned income 
enough reserve either for old age security or for 
protection of dependent heirs—forcing millions to 
end or start their lives as wards of the State. We 
have already gone further in raising the tax barriers 
against the accumulation even of modest earned for- 
tunes than most people realize. As pointed out by 
Julian S. Myrick, an officer of the Mutual Life 
Insurance Company, under present income and estate 
tax laws a man must earn $85,000 a year and live 
on $16,300 of it in order to leave a net estate of 
$100,000 for his family ten years from now. We 
might add that, if conservatively invested, the $100,- 





000 would provide the bereaved family with ay 
income of perhaps $3,500 to $4,000 a year. 

It will be a long time before any income taxes are 
reduced, and still longer before they are reduced 
for people with high or moderately high gross in. 
comes. That is all the more reason why Congress 
either should abolish the capital gains tax, which is 
not an important source of revenue, or lower the net 
rate. There is nothing evil in the human desire to 
accumulate. Since it is increasingly difficult to ac. 
cumulate a competence out of earned income, why 
should our people not have at least a less penalized 
opportunity to accumulate out of capital investment? 
The risk therein is entirely theirs, if they elect to 
take it. The profit, if any, should be theirs. 


WAR BOND INVESTORS ... The current war bond 
sales drive—in which you have your own opportunity 
and duty to back the attack on the Nation’s enemies 
—will add at least $15 billions, perhaps more, to the 
huge sum of savings in Government securities, and 
will add additional thousands of people to the mas- 
sive ranks of war bond owners. 

After the First World War a great many ind: 
viduals switched their Liberty bond savings into 
common stocks, contributing to the excessive rise in 
stock prices and the over-speculation of the mid 
Twenties. In financial circles there is considerable 
conjecture as to whether there will be a similar after. 
math this time. We are inclined to doubt it. His 
torically, extreme speculative bubbles are very rare, 
and never before have they repeated in the same 
medium. 

Much depends, however, upon Government debt 
and tax policy. Beginning early in the ’Twenties, 
the Government persistently released billions of dol- 
lars by debt reduction through bond redemption— 
much of these funds following the line of least resis. 
tance into corporate securities. Corporate, personal 
and capital gains taxes were very low, by present 
standards. 

Of course, individuals may cash in their war bonds 
and switch to corporate issues; but such operations 
would not increase the net demand for corporate 
securities unless (1) the Treasury reduced the Fed- 
eral debt, instead of obtaining funds for bond re- 
demption by sale of new bonds to investors; or (2) 
unless the Treasury got funds for war bond redemp- 
tions by sale of new obligations to the commercial 
banks. The latter course in the post-war setting 
would be so inflationary that no Administration in 
its right senses could do other than strive to avoid tt 
by all means possible. 


THE MARKET PROSPECT... Our most recent in- 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 610. The 
counsel embodied in the feature should be considered 
in connection with all investment suggestions, else- 
where in this issue. Monday, Sept. 13, 1943- 
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IS I pointed out in iny editorial after the battle of 
Sicily, the capitulation of Italy at that time would 
have produced great difficulties for the Allied forces 
—dificulties which might have seriously hampered 
uur movements and upset our timetable. Now, 
there seems to be a definite cleavage; with Southern 
Italy in our hands and with Northern Italy held by 
the Germans. This considerably simplifies the situa- 
tion. Occupying Sicily and in possession of a substan- 
tial foothold on the Italian peninsula, we can now 
mgage in operations across the Adriatic which may 
mable us to squeeze and cut off a number of German 
divisions, forcing Hitler to rely on weakened forces 
‘I-Bo fight a rear guard delaying action, while he at- 
Hisfempts to bolster his defenses. 
y rare’ This whole campaign has been handled with the 
€ sameBoreatest skill and we may well be proud that our 
kaders did not gain our victories at a huge cost of 
nt debt manpower, as has been true elsewhere, when large 
ventiesinumbers were sacrificed to gain objectives far less 
of dol-fimportant. 
ytion—f As the Germans have planned all along, the battle 
st resis fmill now be fought on Italian soil. It would always 
ersonalftave been so, even if we had at- 
presentitempted to storm Italy at a great 
ost of our young fighting men. 
r bonds| While every effort is being made 
rationmsitp) win a decisive victory over the 
rporatt§Nazis this year, we are at the same 
e Fed-fime laying plans to insure that the 
ond re-feace to follow will not be a tempo- 
or (2)fury makeshift but a sound basis for 
edemp-fthe reconstruction of war-torn Eu- 
mercial tope—a task which has fallen by the 
settingivayside after every previous war in- 
tion IMfvolving that unhappy continent. 
void It In view of the diabolical cunning 
vith which the Germans have dis- 
tupted the existing economic machin- 
tty of the various countries (and set 
up their own) —dispersed, killed off 
ind weakened the populations to as- 
wre a preponderance of Germans 
for the next generation (so that, win 
or lose on the battlefield, they would 
till have won a victory on the eco- 
nomic front ) —it is clear that the dif- 
culties in solving these problems 
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RECONSTRUCTION OF EUROPE 


are enormous and will require most wise planning. 

They will, of necessity, call for the establishment 
of a type of economy largely government-controlled 
in the beginning, with private enterprise in strong 
hands. Because, in that way only, can sufficient 
money be raised to rebuild and reorganize the devas- 
tated areas—and start the machinery of production 
rolling. 

Of course, the situation in the various countries 
will differ widely, depending upon their resources, 
so that in order to establish a sound foundation it 
may also be necessary to formulate federated states 
that will operate as a rounded unit, rather than per- 
mit the economically weak and inadequate individual 
states created after the last war. 

The speed with which all these tasks can be ac- 
complished depends upon the unity of purpose and 
the sincerity of cooperation between the United 
States, Britain and Russia. For the carrying out of 
this program calls for objective action and such con- 
certed effort as will set these people upon their own 
feet. This time we must preclude the possibility of 
their becoming beggared (Continued on page 654) 





Press Association 


A portion of Genoa, birthplace of Christopher Columbus, now reported 


held by Nazi troops. 
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remains in doubt and may be largely influenced by war developments. We favor a pol- 


icy of strengthening portfolios as to both liquidity and the quality of securities held. 


SY A: T. 


Summary of the Fortnight: The unconditional, sur- 
render of Italy proved an anti-climax marketwise be- 
cause it had been anticipated and discounted. Nev- 
ertheless it put the long distrusted war stocks in still 
greater disfavor, while selective strength ruled else- 
where and carried a minority of peace stocks to new 
bull market highs. In keeping with this pattern, the 
industrial average showed encouraging rallying 
power on increased volume but the rail average re- 
mained stymied within less than a point of its re- 
action low. 


NEITHER in the technical action of the market, 
nor in the external factors affecting—or potentially 
capable of affecting—investment and _ speculative 
psychology, can we for the present see any basis for 
a dogmatic conviction as to the trend of the averages 
for the next few weeks or for the rest of the year. 

Unquestionably there has been an improvement in 
“sentiment,” especially as reflected in an impressive 
demand for a minority of special situation issues or 
groups: for example, in the gold stocks, the meat 
packers, food brands, finance companies, furniture, 
dairy products, farm equipment, air transport, 
liquor, mail order stocks, rubber manufacturers and 
utilities. All of these groups have now surpassed 
previous rally highs made around the third week of 
August, although the majority are still appreciably 
under the bull market highs made, in most cases, in 
mid-July. 

It is worth notice that these are not only “‘peace”’ 
groups but also industries that are either without 
any post-war reconversion-adjustment problem or in- 
dustries in which such problem is relatively unimpor- 
tant from an investment point of view, such as farm 
equipments and rubber manufactures. 

The evidence suggests better than even chance that 
in the immediate future we will see further rally in 
the industrial and utility averages, probably paced by 
“peace” groups. Aside from the selective strength 
commented on heretofore, another straw in the wind 
that points the same way is considerable improve- 
ment in the action of our index of 100 low-price 
stocks. The spread between this index and the index 
of 100 high-price stocks has always been a good indi- 
cator of the state of speculative confidence. This 
spread, in favor of low-price stocks, has increased 
considerably over the past two weeks. 

On the other hand, the demand for low-price 


Projecting Seeurity Trends 


With extension of selective rallying tendencies probable, the intermediate market trend 




































MILLER 


stocks—at least up to this writing—has been far 
more selective than was the case throughout the first 13 
half of the year, running largely to “peace’’ specula- 
tions in consumer goods enterprises. So far as the 
general market is concerned, the bullishness of our 3 
low-price stock indicator is at least somewhat quali- 
fied for the present both by the fact of rather marked 
selectivity and by the further fact that, technically, 
this index—as well as all broad averages—is in an 
“indeterminate” position: that is, still within the 
trading range whose significant limits are represented 
by the July high on the top side and August low on 
the under side. In terms of the Dow industrial aver. 
age, those points are 145.82 and 134. ie i 

For the past six weeks the range of fluctuation in 
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TREND INDICATORS 





The market never 
discounts the same 
thing twice. ‘‘Peace” 
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stocks have already 
discounted a lot of 
peace. When peace 
comes, or appears 
very near, we won- 
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the industrial average has been barely more than 4 whether the popular ‘‘peace” stocks, in discounting 


points (134-138) and it is this stalemate that the 
market now seems to be breaking. But upside pene- 
tration of it will be far from a guarantee that a new 
phase of the bull market has been inaugurated. Be- 
tween the present level and the July average high 
there is substantial room for trading maneuvers and 
for a performance by the industrial average that 
‘looks good” on a current basis, without necessarily 
tarrying any assurance that the market will be im- 
portantly higher when autumn ends. 

We are bullish to the extent that we concede, and 
rather expect, moderate further rally. Moreover, 
we expect that for some time to come it will be even 
more a ‘‘market of stocks” than in the months pre- 
ding the July-August set-back. In such a market 
there are opportunities for discriminating purchases 
for objectives beyond trading turns. In this article, 
and in other features, we shall continue to strive to 
five our readers alert and prudent guidance on such 
‘special situation” issues or stock groups as com- 
mand our confidence. But it is proper to emphasize 
that in a mixed market the task for us and for the 
average investor is harder than it is in a market with 
ibroad and strong upward bias. The odds just are 
not as propitious and the risks of error are greater. 

Moreover, looking ahead a bit, we are forced to 
wonder whether the general popularity of “‘peace”’ 
itocks may not be, or soon become, over-done. Few 
uch stocks look like outstanding bargains to us at 
present prices, which in many cases are 100 per cent 
&® more above 1942 lows—regardless of whether 
peace with Germany comes this year or proves to be 
re distant than the present consensus is allowing 
or. 
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the eventual post-war business activity and looking 
far beyond the transitional year, are not counting 
too many chickens, too far ahead. 

One of the absolute certainties ahead of us is a big 
decline in the aggregate of industrial production. 
Only maximum war demands can keep the Reserve 
Board production index above 200. Over a period 
of months after the fall of Germany, it will go down. 
There has never been a soaring stock market to the 
accompaniment of a major decline in production. 
Moreover, after the fall of Germany, we look for 
enough selective weakness in commodity prices to 
give the general price index a downward slant for at 
least a period of months. One must also project an 
indefinite period of de-hoarding by consumers and 
business concerns, of caution in buying and in inven- 
tory policy. Together with job-uncertainty in the 
minds of millions of people there probably will be a 
substantial shrinkage in trade. 

We cannot forecast just when these readjustments 
will begin. Nobody can, for it will depend wholly 
on when the war in Europe ends. But from here on 
the probability that it will end within a period of 
months—whether this year or by the summer of 
next year—must certainly influence prudent invest- 
ment judgment not only in the selection of common 
stocks but, perhaps even more importantly, in the 
pricing of them. 

Hence we are not generally bullish on the inter- 
mediate market prospect; would advise using rallies 
to weed out less desirable holdings; and would adjust 
portfolios in a conservative direction both as regards 
the proportion of cash and quality of securities. 

Monday, Sept. 13 
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BY 
WARD GATES 


je prospect for the final quarter of the year is: 
(1) A marked tendency for industrial production to 
level off at a record high volume between 206 and 
210 as measured by the Reserve Board index; (2) 
continuing and increasing shifts in types of war out- 
put; (3) no net increase in total goods available for 
civilian, excepting some kinds of foods; (4) a phys- 
ical volume of retail trade probably no larger than 
a year ago and possibly slightly smaller; (5) no im- 
portant increase in the cost of living and probably 
some further ebbing of “inflation” fears; (6) labor 
shortage will get worse. 

As regards industrial production—both for war 
and for essential civilian needs—the performance 
has been, and will continue, phenomenally favorable. 
Of course, in war time no essential production can 
be high enough entirely to satisfy the High Com- 
mand; and top officials can not be expected to do 
other than try to keep war workers and the public 
‘on their toes” and keyed up for maximum effort. 
Nevertheless the repeated “‘scoldings” that we have 
been given—and the inferential charge that ‘‘public 
complacency” has been responsible for some types 
of production lagging behind schedule—have no 
factual justification. 

The original war output goals were not calculated, 
and could not be calculated, on any precise engineer- 
ing basis. They were set very high—in some cases as 
‘high as the moon’’—and it was then up to industry 
to find the materials and the labor with which to 
come as close as possible to the maximums humanly 
attainable. Though the production rise was fan- 
tastic—when measured by what even the wildest 



































Sentinels of Industry 


optimists had expected a year ago—some so-called 
schedules proved literally impossible: whereupon 
we were told that we are “behind schedule” ! 

Take aircraft output, for example. Large amounts 
of newspaper space have been taken up by stories 
put out by Government officials professing concern 
over the “lag.” Yet the significant facts, stated by 
an unnamed WPB official and which got scant press 
space because no big name was attached thereto, 
throw an entirely different light on the matter. This 
authority said, in effect, that the Army and Navy 
had made important changes in aircraft designs, had 
shifted production emphasis from some types of 
planes to other types, that it wouldn’t make sense to 
produce planes that would not be used, and that out- 
put of the particular types most needed was not only 
up to schedule but all that could reasonably be ex- 
pected. In other words, the “lag” boiled down 
merely to a matter of choice in designs and produc- 
tion emphasis. 

Again, take the case of tanks. The production 
“schedule,” though high, was readily attained; then 
the output proved excessive in relation to the real 
needs demonstrated by combat experience. So the 
high production rate was radically cut—cut by some 
40 per cent—and probably will be further cut. This 
has the effect of retarding the expansion in over-all 
war production, since the tank makers could not 
overnight shift in volume to more urgently needed 
weapons. Nor are these the only instances where 
war production has been cut by Government choice. 

Instead of a choice “between guns or butter,”’ we 
have now reached that stage of a maturing war 
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economy at which the service chiefs have a choice 
between different kinds of war goods. To some ex- 
tent this choice is forced by growing shortage of 
labor, but we are now so well-fixed in all types of 
desired war output that choice can be made with 
scant difficulty. 

Civilians have to grope in the dark for the facts. 
They can not question High Command decisions or 
estimates of need. Among business men engaged in 
war work the consensus—though, of course, none 
dares direct quotation for fear of being called un- 
patriotic or isolationist—is that needs, on the whole, 
are consistently over-estimated and that much of 
war output is unlikely ever to be used. They say that 
the schedules were set at a time when maximum al- 
lowance had to be made for ship sinkings by Axis 
submarines, but that now, with the submarine menace 
apparently liquidated and an overwhelming portion 
of total shipments getting through, there is no scal- 
ing down of the over-all war production goal, despite 
cut-backs here and there. According to this view, 
the most feasible remedy for the labor shortage is 
to cut down sharply on less urgently needed types 
of war output and thus release labor for the aircraft 
industry, which obviously from here on must and 
will get precedence in official thinking over every- 
thing else, including even ships. 


Tightening Labor Pinch 


Though it is yet but a tentative straw in the wind, 
labor adjustments now being made in the Seattle 
district may indicate a significant pattern. The object 
is to get more workers for Boeing, big maker of 4- 
motored bombers. The method is very simple and 
requires no “conscription” law for civilians: the War 
Labor Board has authorized a pay rise for Boeing 
workers under which the company can compete with 
the shipyards for labor; and the Government is can- 
telling a number of less urgent war contracts in and 
around Seattle in order to release labor. If it can be 
done in Seattle, it obviously can be done elsewhere. 

Congress will be with us throughout the fourth 
quarter and indefinitely thereafter. Though it will 
support the war effort according to its lights, you 
can bet it will be in a questioning mood. Among the 
matters that investigating committees will pry into 
will be procurement by the armed forces and the 
moot question of “over-accumulation.”” Though 
some observers disagree, the writer ventures to pre- 
dict that, politically, it is now too late for compulsory 
‘elective service for civilians up to the age of 65 to 
have any chance of being accepted by Congress this 
year. This will be more than ever true if in coming 
weeks there is further important deterioration in the 
military position of Germany. Similar reasoning 
applies to taxes. As matters stand today, there is 
sant chance that Congress Will enact any major tax 
program before 1943 expires. The more favorable 
dur war prospect becomes, the more Congress tends 
to lower its sights on taxes and the more obstinate it 
becomes in ignoring the Treasury and “writing its 
own ticket.” 
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The possible internal collapse of Germany within 
the fourth quarter must be taken into the reckoning. 
This, of course, can not be “‘forecast.’”’ What we 
know for certain is that the trend is definitely and 
strongly against Germany and that the power ar- 
rayed against her will steadily and greatly increase, 
relative to her powers of resistance. When you 
stretch a rubber band you don’t know at what precise 
point it will break, but you should not be surprised 
if it breaks at any moment. For a number of ob- 
vious reasons, the chances of “‘surprise’’ are much 
greater on the side of early peace in Europe than on 
the side of protracted war. This is much more clearly 
and visibly true than it was at any time in the sum- 
mer of 1918, when German collapse proved to be 
only a matter of weeks ahead. 

The theory that Germany can become stronger by 
retreat to shortened military fronts is a half-truth— 
more false than true in basic significance. It is true 
only as regards the soldiers on the front; it is the 
reverse of true for German industry and civilian 
workers. To withdraw within the “inner fortress” 
would mean to deprive Germany of materials and 
labor from previously occupied territory and from 
satellite nations; it would put the intolerable pressure 
of genuine and ever more constricting Allied en- 
circlement upon the already sagging morale of the 
German people; and, above all, it would speed more 
and more devastating Allied bombings of German 
population centers from all sides. The latter pressure 
may prove decisive before this year is done. German 
front troops, no matter how numerous, would soon 
cease to be an effective fighting force after civilian 
will to resist is definitely smashed. 

Suppose, for the moment, that European hos- 
tilities do end soon. How would that affect the 
fourth quarter business prospect? It probably would 
affect war production very little, if any. A speeding 





PRODUCTION OUTRUNS PRICES 












































210 ] a 
é 
| | penne 
} / 
13 } 
190 B 
INDUSTRIAL PRODUCTIO t 
F.R.B 1935-39 =100 | wf 
170 yen t 
ont | 
| = | | 
U 
150 | t | | 
_ 
/ | 
130 7 
oe o | | 
Fix. | WHOLESALE PRICE INDEX 
4 x / USBL. 19268100 
‘ 7) 
110 Py er 
| > na 
| | 
90 : 
ae os | 
4 | 
70L. | 
39 1940 1944 1942 1943 





















-locomotive can not be suddenly stopped. Even if the 
brakes were applied full force, the momentum would 
carry the train on for the better part of a mile.. It 
is similar with our vast war production on a far 
greater scale—and with the difference that the Gov- 
ernment in no event would even try to apply the 
brakes immediately. Demobilization — industrial 
and otherwise—must be gradual, must be spread 
over a period of many months. The alternative—a 
deep depression nose-dive in production, employment 
and national income—will not for a moment be con- 
templated. 

But the War Production Board would, of course, 
grab the opportunity to cut back war production to 
the extent—moderate at best within the period under 
consideration in this article—that it could be offset 
by release of materials and labor for such non-war 
industries as would be in a position for prompt gear- 
ing to peace. 

As it is, as shown by one of the charts accompany- 
ing this article, the gap between public purchasing 
power and retail trade is tending progressively to 
widen. The withholding tax is no doubt partly re- 
sponsible for the tendency of trade volume to flatten 
out—also for an increasing “‘quit’ rate among women 
factory workers. But there is more to it than that. 
People are saving an enormous amount of income 
simply as personal “contingency reserves.”’ Despite 
many, and valid, prophesies of a high level of busi- 
ness activity after the war—following reconversion 
and transitional adjustments—individuals don’t cal- 
culate on the basis of such economic generalities. 
They think about their own particular jobs; and the 
necessity—in many millions of cases—of finding or 
going back to non-war jobs. 

You can take it for certain that the nearer peace 
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“looms,” in actuality or in public psychology, the 
more pronounced will be the tendency of consumers 
toward “rainy day” prudence in their spending—at 
least until they can see through some of the initial 
fog of post-war readjustment in their individual 
lives. 

Thus, psychological reasons alone would be suf- 
ficient to suggest that collapse of Germany would be 
followed by a period—probably of at least several 
months duration—of some deflation of trade and 
of new orders placed by business men and, therefore, 
of non-war production. Paradoxically, for an un- 
predictable but temporary period after German de- 
feat, war business would hold up better than non-war 
business. 


Inventories Large But Declining 


Inventories, non-war, are declining. Yet, in the 
aggregate, they are still huge as judged by normal 
peace standards. How much is being hoarded by in- 
dividuals and business concerns is anybody’s guess, 
but the figure is no doubt huge indeed. Peace in 
Europe would start a prompt and protracted de- 
hoarding wave by consumers and business men in 
anticipation—even months ahead of the event—of 
increasing civilian production, of better cuality 
goods, of eventually lower prices. Contributing to 
psychological deflation, especially in business buying 
policy, would be thoughts of the billions of dollars 
of surplus goods in the Government’s hands—poten- 
tially, if not actually, overhanging the markets, with 
disposal methods uncertain. 

Until quite recently the newspaper and periodical 
press was replete with agitated articles about the 
great inflation threat. Today we read in the pages 
of certain of our contemporaries that OPA has be- 
come much less worried about inflation. It seems 
that OPA has suddenly discovered that the theoreti- 
cal “inflation gap” is not nearly as meaningful as it 
had supposed—because the people just don’t seem 
to be in a mood to rush around spending their money 
profligately. Those with a windfall of war-money 
are saving it with a passionate intensity to the extent 
that taxes will allow. Those without any war-time 
increase in purchasing power—and they probably 
number more than a third of all gainfully occupied 
people—are making no contribution whatever to 
inflation. 

In one esteemed financial publication we currently 
read a learned treatise to the effect that our increased 
production facilities and ‘know-how,’ plus surplus 
Government stocks of goods of all kinds after the 
war must be emphasized as deflationary potentials 
in effect upon commodity prices and that their weight 
will probably exceed the sum total of inflationary 
pressures in the post-war period. This is most inter- 
esting to the editorial staft of the Magazine of Wall 
Street—because we have been “‘deflating”’ the infla- 
tionary threat in repeated articles for many months 
while “inflation talk” —and nonsense—was the rage 
in Washington and elsewhere. For the record, it is 
fair enough to recall that (Please turn to page 646) 
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Amonc the changes made in the latest revision 
of the Treasury’s plan for the regulation of interna- 
tional currency exchanges after the war, the fact that 
greater use is being made of gold as an asset of the 
proposed International Stabilization Fund has re- 
tived more attention abroad than in this country. 
In Great Britain especially this greater stress placed 
on gold is being interpreted as a play for the ap- 
proval of the protagonists of the old-fashioned gold 
ttandard and of those who are afraid of far-reach- 
ing international schemes, involving control of in- 
ternal financial and economic policies of individual 
lations. 

This may be so, for apparently nothing is being 
lone to work out the technical details of the British 








lan for an International Clearing Union. This 
ads one to believe that Lord Keynes’ idea of creat- 
ig international currency and of manipulating the 
dollar and gold in order to stabilize commodity 
prices, has been shelved eitner as too ambitious or 
too far ahead of the times. It is quite probable, too, 
hat it is the fear that the Keynes plan would set up 
vast inflationary credit facilities, at a time when the 
var has already unloosened inflationary influences, 
that has tipped the scale in favor of the more con- 
ervative American plan of Dr. Harry D. White. 
The new version of the White plan is, therefore, 
10 “‘compromise”’ between the tentative British and 
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Gold and Stabilization 
of World Currencies 


BY V. L. HOR OT H—— 


American proposals published last April, as the Ca- 
nadian and to some extent also the French plans have 
purported to be. Rather it is a technically improved 
American plan which has incorporated suggestions 
and views of the representatives of some 30 Allied 
and Associated nations who have been sitting in con- 
ferences with the Treasury officials most of the Sum- 
mer. With some of the “‘bugs’’ done away with, the 
plan for an International Stabilization Fund is now 
being presented to banking and other interested 
groups for further comments and constructive sug- 
gestions before Congressional approval is sought. 

In setting up the International Stabilization Fund, 
the first Treasury draft proposed that the govern- 
ment of each member country subscribe a specific 
quota in gold and in its own currency and securities. 
However, only 50 per cent of this quota, determined 
by a certain formula, was to be actually paid in. For 
the payment of an additional part of the quota, a 
four-fifth vote by the Board of Directors was re- 
quired. 

The revised version of the White plan proposes 
the immediate payment of the full quota by the mem- 
ber countries. This means that the Fund would start 
right from the beginning with some $5,000 millions 
instead of $2,500 millions which, according to some 
critics of the original draft, was considered insufhi- 
cient. Any country, if it so wishes, may lend addi- 














tional exchange of securities to the Fund. 

The original proposal stipulated, moreover, that 
the 50 per cent down payment on the quota should 
consist of 12.5 per cent in gold, of 12.5 per cent in 
local currency and of 25 per cent in government se- 
curities. Any country with less than $300 millions 
in gold was asked to provide initially only 7.5 per 
cent of its quota in gold, while a country possessing 
less than $100 millions was asked to pay only 5 per 
cent. 

In the case of the United States, it was estimated, 
for example, that the quota might come up to about 
40 per cent of the total Stabilization Fund, or to 
about $2,000 millions. On that basis the initial 
United States contribution to the Fund would have 
amounted to about $125 millions in gold. 

In the revised text of the plan, the gold down pay- 
ment becomes much larger. Thus if a member coun- 
try’s gold and free foreign exchange holdings are 
three times as large as the quota, it will have to pay 
50 per cent of its quota in gold; if a country possesses 
gold and free foreign exchange less than three times 
its quota, the down payment is 40 per cent, and, final- 
ly, if its assets are less than twice as large, the down 
payment in gold becomes only 30 per cent. A special 
provision has been made for the countries which 
have been occupied by the enemy. Their gold pay- 
ment is reduced to 25 per cent of the quota. 

The calculation of the quotas apparently remains 
unchanged. The factors that are taken into consid- 
eration include gold and foreign exchange holdings 
and national income, while the fluctuations in the in- 
ternational balance of payments itself is evidently not 
considered as important. No changes have been 
made in the unit of account, which is still the Unitas, 
worth $10, or in the bookkeeping methods of the 
Stabilization Fund. 

The substantial increase in the gold portion of 
individual member countries’ quotas immediately 
raises the question whether there is enough gold 
available outside of the United States to enable the 
participating countries to make the stipulated down 
payments in gold. Taking again the United States 
as an example, it appears that although the quota of 


Old Method of Panning Gold 
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this country may still be around $2,000 millions, the 
down payment in gold required in the revised draft 
of the White plan would be about $1,000 millions. 

It may be assumed on the basis of various esti. 
mates that there are today in the world about $35. 
000 millions of gold which could be used for mone. 
tary purposes. Of this amount about $22,500 mil. 
lions are owned by the United States, apart from 
some $3,000 millions held in this country under ear. 
mark for foreign central banks. The known mone- 
tary gold reserves outside of the United States ag. 
gregated earlier this year, as will be seen from our 
accompanying table based on the data published by 
the Federal Reserve Board, the Bank of Interna- 
tional Settlements and the League of Nations, about 
$9,000 millions. In addition, there were from $3, 
000 to $3,500 millions of gold in undisclosed hold. 
ings of various stabilization funds, such as in Great 
Britain and in Canada, in various secret war funds 
(in Germany and Japan) or were simply being 
hoarded (in India and Mexico). The fact that the 
undisclosed gold holdings outside of the United 
States must be considerable is also supported by the 
disappearance of newly produced gold in recent 
years. Although the world (outside of Russia) pro- 
duced gold in 1941 and 1942 at a rate exceeding 
$1,000 millions a year, the known gold reserves have 
increased but little in this period. 


Maldistribution of Gold 


On the basis of the estimate that there are some 
$12,500 millions in gold outside of the United States, 
it would seem that there shouldn’t be much difficulty 
in putting aside some $1,000 to $1,500 millions as 
the gold portions of the Stabilization Fund quotas 
of the countries other than the United States. The 
trouble is, however, that the maldistribution of gold 
does not end with the United States and that the 
$12,500 millions of gold owned by the countries 
outside of the United States are likewise maldis- 
tributed. Thus almost one half of the estimated 
gold held outside of the United States is concen- 
trated in the known reserves of 8 countries. This will 
be seen from the accompanying table in which 
the gold reserves (and dollar exchange hold- 
ings, in the case of Latin American countries) 
have been arranged on the per capita basis. 

To give our readers at least some idea as 
to how large the gold portions of the quotas 
of individual member countries are likely to 
be, we have made a rough estimate of the 
gold payments to be contributed to the Sta- 
bilization Fund. The basis for the estimate 
has been the real national income figures for 
the years 1935-38 as calculated by Colin 
Clark in his well-known book, ‘‘The Econom- 
ics of 1960.” It was assumed that the down 
payment of $1,000 million would be made 
as the gold portion of the United States quota 
of the Stabilization Fund. The down pay- 
ments of other countries were then taken to 
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World Gold Production and Distribution (in millions of dollars) 


holdings as the down payment 
on the gold portion of their 
quotas. In some cases, as that 
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be in direct proportion to $1,000 million, as the 
real national incomes of these countries were to 
the real national income of the United States. Since 
450 per cent down payment was assumed through- 
out, the gold portion of the quotas for many coun- 
tries was undoubtedly grossly overestimated. More- 
over, in considering the gold portions to be paid 
down, the reader should remember that national in- 
come is only one of the factors to be used for calcu- 
lating. At any rate, the actual quotas, if and when 
they are published, may be quite different from those 
used in this article. 

It would appear that the countries included in the 
first group in our table, South Africa, the creditor 
nations of Western Europe, and the two Latin Amer- 
ican nations, should have no difficulty in meeting the 
estimated gold portion of their quotas. In fact, most 
of them have enough gold and foreign exchan se to 
tide them over the crucial post-war years without any 
international help, though some of them, possibly 
France and Belgium, may need relief or a recon- 
struction loan. 

In the second group are included the countries 
which would have to give up a considerable portion, 
and in the case of India, probably their entire gold 
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(a) Based on white population only. (b) Includes gold and foreign exchange; most of the latter are assumed to be dollar balances, 
Prior to the revaluation of gold in 1934, the U. S. per capita holdings were about $32 (old dollars), 














up the gold reserve with the 
Stabilization Fund. 

In the third group in our 
table are included the coun- 
tries which are not likely to have sufficient gold dol- 
lar balances to make up the gold portions of their 
quotas, even if these are to be smaller than we an- 
ticipate. 

What then is the situation? Most of the Latin 
American countries, the creditor nations of Western 
Europe, the Scandinavian countries and the gold 
producing Dominions, South Africa, Canada, and 
Australia, have enough gold to make up the gold 
parts of the quotas. On the other hand, in the case 
of Great Britain, a few of the Latin American na- 
tions and Central European countries, there will be 
a reluctance to give up most of the modest amounts 
of gold available. The London Economist seems 
to believe that the chances that the British Parlia- 
ment will accept the American stabilization plan in 
its present form are rather slim. 

The British ovjection to the first as well as to the 
latest version of the plan has been based primarily 
on the premise that prior to the stabilization of the 
currencies, the economies of the countries in question 
should reach a degree of internal stability. Such 
internal stability would, among other things, the 
British argument goes, have to make possible the 
full employment of the (Please turn to page 646) 
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The $25 Billion 


=<: What Should Be Done With It? 


i EXISTENCE of a huge fed- 
eral investment in plants and equip- 
ment for war production and uncer- 
tainty over its eventual disposition and future role 
in our post-war economy has been aptly called one 
of the most formidable barriers to effective post- 
war planning. That it undoubtedly is. The problem 
is high-lighted by recent disclosure that such Gov- 
ernment investments now amount to fully $25 bil- 
lions, or $10 billions more than previously indicated. 
Of late, industry, anxious to go ahead with post-war 
planning, has become increasingly vocal in demand- 
ing to know just how the Government intends to deal 
with it. That future planning is seriously retarded 
by lack of assurance on that score is beyond question 
and taking cognizance of this fact, Secretary of Com- 
merce Jesse Jonzs in a recent broadcast has outlir 2d, 
however vaguely, the Government’s attitude. 

While emphasizing the magnitude of the prob- 
lem of determining a definite policy which he admit- 
ted does not yet exist, he went on record in favor 
of maintenance of private initiative and private en- 
terprise. Significantly, he did not minimize the fact 
that the fate of many industries will in large measure 
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War production 
keeps rolling on, 


depend on the wisdom and fairness 
of the Government but added, re- 
assuringly, that he had no fear that 


Government will deal fairly with industry. While} 


this assurance is no doubt received with gratification, 


it has by no means eliminated fear of the potential fi 


threat inherent in such a huge Government invest- 
ment. 


Clearly, it is up to Congress to establish a general 


policy. To this end, Congress some time ago created 
a committee on policy and post-war planning under 


the chairmanship of Senator George of Georgia, 


known as a conservative. Various elements of the 


executive branch are likewise delving into the prob- f 


lem while business and industry under the sponsor- 


ship »i the Department of Commerce and the Com- f 
mitt: 2 for Eco: »mic Development are surveying the f 


situation especi lly from the angle of maintenance 
of post-war employment. 
It is well recognized that this $25 billion invest- 


ment represents at once the greatest potential threat } 
and the greatest potential opportunity which private P 
In 1940,} 
replacement cost of the country’s physical plant was} 


industry has faced in its entire history. 
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estimated at some $50 billion. The Government 
war-time investment thus increases total productive 
capacity by fully 50% and places in the hands of 
Government officials a tremendous power over the 
afairs of private business which, if used unwisely, 
could destroy competition, crush many private enter- 
prises and even create enmity abroad. i” 

The extent of the gigantic Government acquisi- 
tion is dificult to comprehend. Of the grand total 
of $25 billion, some $16 billion were spent by the 
Armed Services out of their own appropriations; 
the remainder of $9 billion was financed by the De- 
fense Plant Corporation, an RFC subsidiary. It is 
these $9 billion that primarily concern industry be- 
ause they were used to build or expand private 
plants. Title to all the new facilities rests in the U.S. 
Under the terms of the DPC contracts, such as those 
wvering expansion in the steel, machine tool and 
other large industries, option is given to private 
operators to purchase the added facilities. But no 
uch option exists with relation to the new aluminum, 
magnesium, synthetic rubber and pipe line facilities. 

ence possible intrusion of Government into these 
great fields is a prospect unless satisfactory terms for 
their disposal can be arranged. 

Plants and facilities built exclusively by the Army 
ind Navy Departments stand apart as purely mili- 
tary producers and therefore not as prospective com- 
etitors with private industry. Much of this will be 
lismantled after the war though a portion may be 
kept as stand-by units. There is, however, the prob- 
km of the enormous ship building facilities created 
ty both the Navy and the Martime Commission. The 
iunswer no doubt is that in ship building and ship 
iperation, the Maritime Commission will continue 
to play a major role after the war. 

As will be seen from the accompanying table, pre- 
pared from figures cited by Mr. Jones, the share of 
Government ownership in the various industries va- 
es widely. It ranges from 10% in steel to 100% 
n synthetic rubber. There is overwhelming control 
in such industries as aircraft building, aviation gaso- 
ine, aluminum and magnesium while in the machine 
tool industry, some 50% of capacity is Government 
sponsored. All together, the DPC has built and 
inanced about 1500 plants of various kinds; title to 
ll of them rests with the Government. Its 10% 
ownership of steel capacity, for instance, while small 
ompared with total capacity, will be sufficient to 
lect seriously the industry whose average operating 
ate during the past two decades was only 60%. 
Covernment-owned plants, operating at full capacity, 
ould therefore absorb approximately 20% of the 
‘otal requirements for steel. 

Government-owned capacity for aluminum and 
magnesium far exceeds private capacity and is more 
han enough to supply the entire potential peace-time 
needs. Its $625 million investment in synthetic rub- 
her plants is sufficient to produce 800,000 tons of 
mbber annually, one-third more than we ever used 
Npeace-time. It is up to Congress to determine how 
much of it should be retained because, in the words 
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of Secretary Jones, we should never again become 
entirely dependent on foreign rubber sources. 

In aircraft manufacturing, the Government owns 
over 90% of capacity, involving an investment of 
some $2.7 billions in 521 plants. At a cost of $180 
millions, the Government has built and is building 
3800 miles of pipe lines. 

What, then, is the Government likely to do with 
this tremendous stake in American industry? In 
principle, the question is answered by Mr. Jones’ re- 
marks to the effect that where any industry is able to 
absorb Government facilities in its line, on a basis 
fair to the Government, that policy should be 
adopted. With that, industry is wholly in agree- 
ment; in fact many companies will be urgently in 
need of additional plantspace to handle post-war 
business. But as to terms of such a transfer, there 
is wide disagreement even in tentative discussions. 

A distinction must be made between Government- 
owned plants and equipment. The former presents 
a more difficult problem; disposal of equipment, 
much of which is movable, should permit of more 
flexible arrangements. It is hoped, and Secretary 
Jones has echoed this hope, that a good deal of 
equipment may be exported after the war, thereby 
easing materially the otherwise formidable pressure 
of millions of machine tools on the machinery mar- 
ket. This is a fair expectation; prospects are that 
demand for all types of machinery and equipment 
will run high in most of the war-torn European 
countries to cope with the urgent task of post-war 
reconstruction. 

In quarters close to the White House, it was sug- 
gested some time ago that the RFC or DPC should 
assume trusteeship of all available plants and deter- 
mine their fair value. Private industry would then 
be invited to acquire, at that price, facilities suitable 
to economic post-war use. Funds for payment could 
be raised by the sale of junior and senior stock by 
these companies, with the senior stock, or bonds, 
going to the trustee as part payment, the balance to 
be paid in cash from the proceeds of the sale of 
junior securities. Thus the stockholders would be in 
control of the property while the trustee would be 
the senior creditor. For (Continued on page 648) 





Distribution of Defense Plant Corporation's 
$9 Billion Investment in principal 
industrial plants. 





Percent of 
Industry Expenditures No. of Government 
$ millions Plants | Ownership 
a et hid td 1,000 123 
Aluminum (production)... .. 9 Exceeds all 
do (fabrication)... .. 760 45 private capacity 
WAGGNAIOIE ooe e o o ork cence 430 e 92 
Synthetic Rubber............. 625 100 
Machine Tools............... aed we 50 
MRAM ooo Fo oe sho ee 2,700 521 90 
High Octane Gasoline........ 500 50 40 
CU CLO Co SR a eee 180 ae 100 
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Happonng wu. Washington 





HUGE BALANCES available for war spending will be 
examined by Congress before any new appropria- 
tions are made. As of today, 203 billion dollars of 
the 330 billions authorized to be spent haven’t been 
touched. In three years since the defense program 
began only 103 billions actually have been expended. 
If Congress doesn’t authorize another penny, the 
war program can go on unrestricted for two years. 





Washington Sees: 


Surrender of Italy is a great diplomatic victory. 
It again proves the wisdom of the joint Roosevelt- 
Churchill policy, of which Secretary of State Hull 
is co-architect—once more confounding the unin- 
formed critics who in recent weeks had been 
sniping at Mr. Hull more vociferously than ever 
before. 

The Allied military gain is also tremendous, and 
will bring new gains in due time, perhaps in short 
order. From Italian air fields, our bombing of 
Germany and of Balkan targets will become much 
more effective. Blows at the Germans through 
southern France or the Balkans are brought much 
nearer. Bulgaria, Roumania and Hungary may 
soon be out of the war; and Turkey may soon 
be in. 

As late as six weeks ago the Anglo-American 
high commands were dubious of Russia’s strength, 
and planning their strategy accordingly. This is 
revealed by a recently published article by Harry 
Hopkins. We may still be under-rating the Red 
Army, which partly explains the official “line” that 
long, hard war is yet ahead for us. Well-informed 
observers, some recently out of Russia, believe 
Stalin has reserves of manpower and materials 
far greater than the world knows; and that crush- 
ing Russian offensives will continue to and into 
Germany, however long it may take. 

The betting odds are now about 60-40 that the 
end will come before Christmas; 5 to 1 that it will 
not be later than next spring. As in 1918, it will 
be mainly civilian collapse, rather than sudden 
disintegration on the fighting fronts. Time is run- 
ning out for Hitler. 
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FRAYED NERVES more than anything else account for 
the controversy betwen Secretary Morgenthau and 
the Joint Committee on Internal Revenue Taxation, 
The Committee is by-passing the Secretary and 
drafting plans in consultation with the Internal Reve- 
nue Bureau. Morgenthau resents being sidetracked 
in favor of subordinates; Republican committee 
members have no traffic with the Secretary; Demo. 
crats blame him for the Ruml Plan fiasco. 


LIVING COST drop during the month of August, 
amounting to almost one per cent, can be credited to 
Chester Bowles, deputy price administrator. Prentiss 
Brown, Administrator, is permitting Bowles to be 
OPA general manager in fact as well as in name. 
Brown has no objection to his deputy taking the 
spotlight. When prices have been rolled back to 
September 1942 levels, Brown will step out, propose 
Bowles for his successor. 


SYNTHETIC RUBBER tires, 5,000,000 of them for 
civilian cars, is the assured goal for 1943. Septem- 
ber will find two-thirds of the 800,000-ton total pro- 
gram running and in operators’ hands. Barring the 
unforeseen, a 30,000,000 civilian tire production 
will be accomplished in 1944, with military needs 
also met. 


OUTFLOW of men from the armed forces has 
reached a weekly average of 8,000, relatively few of 
whom are battle casualties. This year will see 800, 
000 remove uniforms, don civies, and be replaced by 
draftees. Nonservice-connected injuries and _ail- 
ments, hardship cases, over-age discharges, transfers 
to essential civilian work, are the major causes. 


WOMEN WORKERS are reported quitting war plant 
jobs in some number. The payroll tax deduction 
may have something to do with it but chiefly it is 
sheer fatigue. When you foot up the often long trip 
to and from the job, 8 hours on the job, time spent in 
shopping, and then even a minimum of housework 
in the evening, war work for housewives is no picnic. 
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Politics saturated, after weeks spent in the home sector 
within easy reach of the "stalwarts" from precinct captains on up, 
Congress has returned to find the Capital inured to the extraneous by 
blasts from high-ups against columnists, and other shenanigans, and 
ready to listen to the solons' outpourings. 

Drew Pearson, whose Washington Merry-go-Round has carried the 
hod for the New Deal from the beginning, was the particular target. 
Raymond Clapper, journalistic colleague, opined the Presidential fire 
against Pearson was designed to silence all writers. It put the fear of 
God in him, Clapper confesses. 

All Pearson did was to bring into the open the favorite cocktail 
lounge, salon and club bar conversational piece in Washington today: is 
the Administration "sold" on Russia? A delicate subject to be sure; but 
Pearson wasn't the first to bring it up. He only was the first to 
publish it. 

Now that the issue has been dignified by White House and State 
Department ‘discussion, Congressmen from non-metropolitan districts are 
prepared to speak more openly on a topic which was poured into their 
ears during the recess. If around-the-clock bombing of Berlin, invasion 
of Italy, doesn't constitute a second front, they're asking, what would? 

Unfortunately timed from an Administration standpoint, but one 
of those things that flow from magazine pieces written weeks in advance 
of publication, was the appearance (coincident with the Roosevelt-Hull 
Blasts at Pearson) of an article by Harry Hopkins, predicting end of the 
war within two years... “if we don't lose Russia." 

A well-dressed man presented and paid for five telegrams 
addressed from Washington to New Jersey newspapers. The young woman 
clerk read the signature, recognized the sender was not the prominent 
individual whose name appeared and asked him to sign. He refused. The 
wires were transmitted anyway. 

New Jersey city editors were skeptical. They called their 
Washington bureaus. No, came the answer, John L. Lewis, President of 
the United Mine Workers, had not, as the telegrams had represented, 
indorsed the gubernatorial candidacy of Vincent J. Murphy, democratic 
nominee in New Jersey. 

Murphy, Mayor of Newark, is state secretary of A.F. of L. He's 
running against affluent Walter Edge, former governor, senator, ambas- 
sador. The issue has boiled down to, labor. What the New Jersey editors 
sensed was a slick move to give Murphy the "kiss of death." John L. 
Lewis’ indorsement in a "labor state" has come to mean just that to 
the editors. 

War entered its fifth year this month with students poring 
over revised maps. Outstanding atlases, some of them actually published 
this year, carried specks but no names to indicate Attu, Kiska, Wake, 
Midway, Pantelleria. Geography was being learned the hard way. 

The United States had chalked up victories in the South Pacific, 
at Kiska and Attu, in North Africa. Rome, Berlin, the oil fields of 
Ploesti had been bombed and _ strafed and fired. But there was conscious 
effort among Washington higherups to discount the importance, strategic 
and otherwise, of those gains. 
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Administration and military chiefs have not abandoned the 
theory that the American people cannot stand success; that there is any 
other way to win a war win a war than to tell the public we are losing it. 

Principles of industrial engineering are displacing stuffy, 
yellowed military manuals in the War Department. The results are amazing 
the gold-braids. One project cut personnel 10 per cent, releasing 17,000 
employees; knocked out 834 forms and elimina tee 564 “duplicating 
functions. 


Carried into the field, the plan struck out 83 jobs in a stats 
depot; a chemical warfare office reduced personnel 35 per cent, elimi- 


nated seven "permanent" records. At New York Port, working forces were 

cut 30 per cent. A Navy improvement slashed sparkplug cleaning opera- 

tions from 97 to 47. 
Those were the products of the new Army Service Forces, manned 












































largely by industrial and business executives commissioned from civilian. 





life. They're the men of non-bureaucratic type who, Secretary Ickes 
says, must accept the blame with the credit. 

The fate of government order policing by voluntary agents is on 
trial today and the verdict will be in by the end of this month. Nation- 
wide in scope, the cooperative campaign by homemakers and merchants to 
hold down living costs, combat black —_——— is no mere snooping. Its 
implications are deep. 

Millions of pledges to remain within price ceilings, stay out 
of black market dealings, reflect the expressed assurances of merchants, 
housewives. If ‘they prove unavailing, cooperative, voluntary policing 
must be shelved, marked inadequate. 

Sources. that were ahead of the news on Presidential inter- 
vention in the Wallace-Jones row and the Welles resignation, now are 
forecasting early retirement of Ickes from the Cabinet. 

Ickes is a wealthy man. Ye's had 10 years of fullbacking the 
New Deal -team ¢ and he loved it. ana orders curbing his and other 
official tongues (the President's directive to critics to resign when 
_ they publicly condemn other agencies) was too much for the self-styled 
curmudgeon . 

Selective Service, in reverse, is the newest plan to return 
servicemen to civilian occupations. The War Manpower Commission has 
charted the plan--Selective Service, plus the U. S. Employment Service, 
registrations, continuous records, classifications, "no round pegs in 
square holes," etc. 

The idea described in a report, "Policy on Reemployment and 
Placement of Veterans," is the W.M.C. bid for control of this post-war 
problem. 

War's impact upon aviation is being felt in commercial planning. 
New air routes totaling 350,777 miles, or 14 times around the globe, 
linking all major cities within and outside the United States, are 
sought by more than 80 firms and individuals. 

Bus, truck, railroad, steamship companies which would link 

existing service with air lanes account for almost one-half the total 
mileage. All 17 operators of present domestic airlines have filed for 
additional rights. 
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Testing Metal for Proper Refining at the 
Mill of the Republic Steel Corp. 


Despire half a century of anti-trust policy, con- 
centration of industry has continued apace and to- 
day bigness is more characteristic of American in- 
dustry than ever before. Big business, whether 
problem or bogey, has agitated the public mind ever 
since the latter has become aware of this trend. And 
in the welter of arguments and counter-arguments, 
it has become well nigh synonymous with monopoly 
even though any industry so labeled need by no 
means be under complete domination by one giant 
corporation. Big business has thus become a term 
surcharged with emotional connotations and while it 
is often exploited as a catchword by politicians and 
pink liberals, it nevertheless has come to symbolize 
the problem of private concentration and alleged 
absence of economic democracy. 

The effect of war experience and post-war prob- 
lems on industrial consolidation is a question which 
only recently, and then rather timidly and veiled, 
has been emerging on the surface of public discus- 
sion. As the war approaches successful termination, 
we shall no doubt hear more of it. It is a vital sub- 
ject, full of important implications to the investor as 
well as to every consumer. But before attempting 
to project it into the future, let me sketch briefly 
the history of industrial concentration, how it 
achieved its present status which will form the 
basis for the evolutionary development of tomorrow. 

Industrial concentration, a phenomenon char- 
acteristic of every free economy, got off to a 
decisive but somewhat unsavory start with the pro- 
motion of the old style trusts in the 80s. They were 
pure monopolies, and as such they soon wrote their 
own death warrants. Everyone is familiar with the 
colorful history of the oil and tobacco trusts, the 
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The Growing Concentration 
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sugar, railroad and whiskey trusts. They failed to 
survive because their aims were wholly selfish and 
tyrannical. In turn, they were succeeded by indus- 
trial holding companies, a device frequently called 
‘incorporated community of interest.”’ Classical 
examples are U. S. Steel, American Locomotive, 
American Can, American Agricultural Chemical and 
American Smelting & Refining. They came into 
being in an atmosphere peculiarly favorable to 
them. The rise of mass production, high protective 
tariffs and the prevalence of the laissez-faire ideal 
provided particular impetus through direct economic 
motives, the desire to control markets and secure 
monopoly profits, were, of course, considerations. 
But public opinion remained hostile, sensing behind 
the new facade nothing but the same trust spirit. 
While some have survived the resultant onslaught of 
public resentment—though in different form—the 
industrial holding company as a primary vehicle of 
industrial concentration could not prevail. It was 
superseded by the merger device, a development 
which fashioned the basis of our present-day indus- 
trial make-up. Of the numerous mergers during 
the years 1888-1905, nearly half were successful 
and of enduring character. Monopolistic aims were 
pushed into the background, and price monopoly 
gave way to the concept of price leadership. Thus 
many important groups survived and flourished be- 
cause they learned how to become real leaders in 
their field and how to accomplish real economies 
from large-scale management and production. Often 
they skillfully recreated the physical assets of the 
merging components. If, on the other hand, a goodly 
number of these early combinations failed, they did 
so because of careless promotion and their de- 
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pendency entirely on monopolistic power which in 
most cases could not be maintained in the face of 
competition and legal attacks. 

A survey of today’s large corporations shows 
that between 40% and 45% are concerns originally 
created during the great merger era of 1888-1905. 











Degree of Concentration in Leading Industries 
% of business 


done by four 
Industry largest producers 
Sugar Refining .......... 2. ccc cescsesesceees 79 
MONE: oig-c ss -<'n, 0's 516-0 5 ego '0's 01:4 0 'ei0ie 010, le m0e'0'e 85 
OS NERO AA er eee ee Oe 100 
MU a (bi so So's 0hs 5.0 916 0 019/09 98:0 0-410 0 00h 918 Ss 89 
Farm Machinery ...........ececccecceseeees 85 
Passenger automobiles .............eeeeeeees 89 
Auto bodies & parts ........cccccccccccces 69.4 
Refrigerators ... 2. ccc cccvccccccccccccccess 77 
IE 2055 a0" > «ysis + 0 60 b60'5'0'0ie'b 5. 1S ole oiniaine eae 85 
SUPE TRMCNINOS ooo cece cseccscnsccoccsistces 77 
0 SEES SSS ooo ood omens sor 85 
PE IN ios 5 <0 naisunie'> v-6 be olow:de'eo's Gieis'e:s 64 
*Petroleum Refining ............e.eeeeeeeees 58.9 
IN 20's 'o 56 5-605 91.4 0 6 oo Gin'pleie tale 55.6 
Rubber Tires & Tubes ............ccceeeeeees 80.9 
_ 3 SS ASS Saas eee 80.8 


Figures based on 1937 Census. *8 largest producers. 
S|S>S>>>"lE>=E>=U~>~E>»>E>E>»E|™|h™m™hlh === 


Fewer than 10%, and probably only about 5%, are 
the results of mergers since 1905. Well over half 
are the result of natural growth by reinvestment of 
their own earnings. Thus it can be seen that “big- 
ness’ today is about evenly due to planned con- 
centration and natural growth. 

While some 325 major companies were formed 
by merger in the period of 1890-1904, a bare forty 
came into being in this manner during 1905-21. This 
decline in merger activity was not solely due to fear 
of the anti-trust laws; businessmen by then had be- 
come more critical of mergers as disappointing in 
results. Since 1922, and until 1939, only 130 
important mergers took place, a small number in- 
deed considering the rise in population and national 
wealth during that period. 

But while merger activity has persisted, mergers 
have followed new lines in recent years with their 
sponsors seeking not only increased efficiency and 
broader markets but immunity from prosecutior as 
the -anti-trust laws were enforced with increased 
vigor. Thus horizontal and vertical combinations, 
so popular during the early phase of the merger 
era, became less frequent; those already existing 
were increasingly under attack. Instead, circular or 
complimentary combinations became more and more 
popular, offering better chances of freedom from 
anti-trust proceedings due to the non-competitive 
character of the merger components. In many in- 
stances, they were motivated not by expansionist 
aims primarily but by sheer necessity. Typical of 
this are the many circular combinations formed 
in the automotive industry during the past two 
decades. Borg-Warner is an excellent example; this 
company throve as a circular combination of auto- 
mobile parts and equipment makers, later including 
varied companies in the consumer durable goods 
field. Having a close-knit group of buyers to deal 
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with, such a concentration of allied products under 
one control helped to solve the problem of distribu- 
tion and made bargaining power more equal. It was 
the only answer to the problems created by the 
vertical expansion of the big automobile companies. 
Similar combinations are the International Business 
Machines Co., formed in 1911 of four large but 
non-competitive companies; also Allied Chemical, 
General Foods and American Radiator and Stand- 
ard Sanitary Co. 

Since the passage of the Clayton Act, the chain 
type combination, formed by absorption rather than 
by merger, and by addition of new units, became 
another modern form of consolidation. Our large 
distribution chains, including the baking chains, are 
outstanding examples. 

Some large mergers defy classification, combining 
all four types. U. S. Steel Corp. and International 
Harvester are examples of this mixture of the early 
trust period. In recent years, General Motors and 
RCA became more striking cases, as did the major 
moving picture companies. 

Thus the over-all picture today is one of greater 
concentration in all major fields. A high degree of 
concentration is particularly evident in iron and steel, 
automobiles, electrical equipment, tobacco, aluminum, 
nickel, agricultural machinery, tin plate and can 
manufacturing, glass, heavy chemicals and moving 
pictures. Also in rayon, linoleum, radios, diesel 
engines and numerous other -industrial products. 
Concentration, while considerable, is somewhat more 
moderate in oil, copper mining, rubber tires and 
tubes, aviation, staple food processing and office 
equipment. Lack of concentration exists only in tex- 
tiles, except rayon, clothing, printing, publishing, bi- 
tuminous coal, lumber and timber, general machinery 
and machine shops, and above all, in retail trade and 
agriculture. Significantly, all of these latter indus- 
tries employ more workers than any mentioned in the 
first group of highest concentration, except the steel! 
industry. 


Effect of Regulation 


It is often contended that Government regulation 
has at best proved a negative policy in opposing the 
urge towards consolidation; although it managed to 
impose certain restraints on industry, it has only 
slowed but not halted the concentration trend. While 
there is some truth in this, it is by no means surpris- 
ing. Considering the dynamic character of our 
modern economy, the Government’s handling of the 
problem could not but be somewhat opportunistic 
unless it wanted to stop all progress. While regula- 
tion and/or supervision could be resorted to to pre- 
vent abuses, outright interdiction of the consolidating 
movement would at no time have been wise, nor 
feasible. For whatever may be said against it, it is 
this very process which in the last analysis has made 
possible today’s giant arsenal of modern weapons. 
No such miracle could have been expected from an 
economy of small industries. And while this struc- 
ture was being built, we reaped progressively the 
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nefits of large-scale management and production, 
fmass purchasing power, of coordinated research. 
he fruits were lower prices, rising wages, higher 
yality and greater variety of goods. Definitely, as 
onsumers we profited once the more flagrant abuses 
i private concentration were under control. 
Against this, it is held that increasing control of 
ndustry by small groups of corporations, apart from 
is monopolistic aspects, has rendered our economic 
pparatus less flexible, resulted in more rigid price 
kructures and led to drastic curtailment of produc- 
jon during periods of depression with resultant mass 
inemployment. This was perhaps true of the earlier 
tage of concentration; it can hardly be said of 
wmtemporary industry whose extraordinary flexi- 
hility is demonstrated almost daily, whose sense of 
esponsibility has never been greater. The post-war 
period will afford it an excellent opportunity to 
rove itself. 























Concentration Vindicated by War 







How far will the consolidation movement carry 
ws? Will the war halt it or will it continue? It was 
iften said, in years past, that industrial concentration 
ad very nearly reached its highest degree, that 
turther consolidation would be tantamount to mo- 
hopoly in many fields and hence unthinkable. This 
may be true, in some instances, but only contingently 
i. For the moment,.the war has halted the tide 
if mergers but it has also accentuated the value of 
igness. Without it, our armament program would 
lave been an infinitely more painful and slower 
process. In all probability, this lesson will not be 
gnored. In a sense, we may say that the war and 
ts necessities have vindicated industrial concentra- 
ton. But what about the social aspects, and what 
ibout the future of small business ? 

The latter has suffered more from the war than 
ig business. Therefore, it may again find itself at 
idisadvantage when the time comes for re- 
turn to normality. As a general rule, small 
iusiness possesses neither the flexibility of 
ganization nor the resources to match 
its bigger contemporaries in speed of recon- 
iersion, in recreating marketing and dealer 
irganizations, in financing post-war busi- 
ness. Nor has it, as a rule, benefited to the 
same degree from scientific progress born 
irom war-time research. In short, the 
larger companies enjoy differential advan- 
tages which will further tend to entrench 
them in their dominating position; thus 
lasic conditions appear to favor further 
ioncentration. While this may limit growth 
prospects of small business, except in new 
ields, it should by no means threaten its 
‘xistence. Nor will it be allowed to, in view 
of the economic importance of small busi- 
ness. ‘To assure a proper balance, it stands 
to reason that important changes in the pat- 
tern of control are to be expected. 

More extensive use of existing controls 
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is already a fact but the process of integrating the 
structure of regulations and controls has only be- 
gun. Direct regulation and price control have made 
important progress during the war; it has given our 
yardstick philosophers a new lease on life. Even so, 
many contend that regulation has failed in the past, 
and will fail again. These are the advocates of 
Government competition, of federal licensing of 
business, of special taxation of bigness, all weapons 
relatively little dulled by constitutional and juridical 
barriers. They speak of the necessity of Government 
ownership of railroads and utilities, of permanent 
price control of basic commodities. They would 
have the Government utilize its huge war-time in- 
vestment in plants and equipment to blast industrial 
concentration wherever it is found. 

Whatever is eventually done will be a matter of 
public policy to be determined by Congress. Ex- 
tremists have come and gone but industry has 
not only survived but continued to grow. As to 
its concentration, we obviously cannot retrace our 
steps and go back to small industries. Barring this, 
the choice rather lies in greater scope for industry, 
accompanied by suitable controls. 

The time of new great vertical and horizontal 
combinations, in the purely domestic field, is of 
course largely passed; few, if any, will be formed 
in the future and then from different motives. Hori- 
zontal mergers are quite possible: for example, in 
the aircraft industry after the war, though not for 
the purpose of expansion by concentration but rather 
to cushion the effect of collapse of war-time demand. 
In other words, to avoid complete demoralization 
of the industry. Similarly motivated mergers, though 
smaller ones, may occur in the machine tool and 
some metal working industries. But concentration 
may proceed along other lines, unhampered by 
existing laws and regulations. We have mentioned 
before how vertical expansion in certain industries 
has led to circular or (Please turn to page 646) 





The Interior of the Apex Hosiery Mills, 
Philadelphia, Pa. 
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With peace in Europe drawing ever nearer, the attention of investors 
must center on the problems of industrial readjustment to be 


faced and especially on the financial status of their companies. 


Companies Favored 
By Highly Liquid Positions 


ae tee 


Wirn reconversion ahead, financial strength 
and liquidity become factors transcending their nor- 
mally well-recognized importance in corporate af- 
fairs. It points to the necessity of more than just 
meeting average working capital requirements; rath- 
er it stresses the desirability or need for that extra 
margin which often marks the difference between 
assured success and painful struggle. 

In the case of many companies, cash needs will be 
heavy when the war ends and borrowing is not al- 
ways a solution, especially where the cost factor is 
important. This is well understood in corporate 
quarters where with an eye on post-war develop- 
ments, a conservative financial policy has of late been 
the rule rather than the exception. A study of bal- 
ance sheets reveals systematic fostering of liquidity 
and financial strength by the majority of corpora- 
tions, though in different degrees. Cash holdings 
were built up, and receivables and inventories kept 
down wherever feasible and desirable. Repercus- 
sions of the war on business generally have aided this 
policy and especially in civilian lines, rapid turnover 
tended to lessen the need for current funds, often 
permitting sizable investments in marketable securi- 
ties. On the other hand, heavy war contractors fre- 
quently faced the need for added working capital but 
this was readily obtained; since the bulk of such new 
funds went into inventories for war production, no 
weakening of their financial position occurred. Asa 
rule, it can be stated that liquidity is a fairly common 
feature of present-day balance sheets; while it varies 
in degree, many instances can be found where it is 
exceptional and hence worth looking into. 

The accompanying table lists a number of com- 
panies belonging to the latter category, showing 
strong positions both in respect to working capital 
and cash holdings. 

Hazel-Atlas-Glass Co., a leading maker of glass 
containers and a wide range of glassware, is an out- 
standing example; its latest balance sheet exhibits 
unusual financial strength and liquidity. The stock 
of course has long been a “‘blue chip,” badge of qual- 
ity and strength, but the war has additionally fa- 
vored the company’s affairs. Despite heavy taxes, 
earnings held near record levels as sales reached 
new highs, reflecting heavy demand for giass con- 


626 


WILLIAMS 


tainers to offset the lack of tin cans for civilian pur-ff 
poses. At the end of last year, cash and equivalent 
amounted to $6.38 millions, the former being $1.64 
millions and the latter $4.74 millions. The total 
amounts to virtually half of net working capital of 
$12.96 millions and far exceeds current liabilities off: 
$1.91 millions. Adding strength to this picture off 
liquidity is the fact that inventories amount to less 
than one-third of current assets, a very conservativell 
ratio for this particular industry. A well depre- 
ciated plant account, contingency reserves of $2.27 
million and a post-war tax credit of $521,000 com. 
plete the favorable all-around picture. Clearly this 
is an exceptional showing, auguring well for the com-f 
pany’s post-war future; the current premium on theff 
stock is correspondingly high. 

The war dealt differently with Libby-Owens-F ord, 
a leading manufacturer of plate and safety glass and 
second ranking maker of window glass; in addition 
the company by recent acquisition and merger of the 
Plascon Co. has an important stake in plastics. Dur- 
ing the first war year, the concern was hard hit by 
virtual suspension of demand for safety glass by the 
automobile industry and sharply diminished sales of 
window glass to the building industry due to war- 
time restrictions. 1942 earnings dropped sharply to 
74c per share from $3.52 in 1943 but since have re- 
covered smartly from their low in line with expand: 
ing production for numerous war purposes. 
ever, the financial status was little affected by this 
change in the company’s fortunes. Working capital 
remained high, at $14.75 millions coming close to 
one-third of total assets. Cash and Govt. securi- 
ties amount to $5.73 million, over a third of net 
working capital and far exceeding current liabilitiesfM 
of $1.67 million. Contingency reserves amount to 
$3.46 million and an additional $1.17 miilion are set 
aside for reconditioning furnaces. Reflecting mount-f 
ing war production, inventories of $8.49 million are 
slightly more than half of current assets, presuma- 
bly in large part covered by war orders. Here, too, 
the over-all picture is one of sound liquidity, fully 
adequate to meet the probably sizable need for work-fy 
ing funds for resumption of normal business. As 4 
leading supplier of the automobile and building in-] 
dustries, both slated for exceptional post-war recov- 
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wies, future prospects of the company are rated con- 
iderably above average, which is reflected in the 
atremely low price-earnings ratio of the stock. 

Burroughs Adding Machine Co. furnishes an ex- 
imple of conservative financial policy under uncer- 
in conditions. The world conflict wrought far- 
raching changes in the company’s affairs. A leading 
manufacturer of adding machines and other types of 
ifice equipment, the firm normally derived from for- 
‘ign countries a large percentage of aggregate in- 
ome. With foreign markets shut off and normal 
business restricted to meet the needs of the Services 
wd essential industries, the company forthwith un- 
ertook important war work, thereby maintaining 
arnings at relatively high levels. Investment in for- 
‘ign subsidiaries is valued at $2.03 million less a re- 
etve for $1.16 million which constitutes full provi- 
son for all such investments except those in the West- 
im Hemisphere and England. lor reconversion, a 
wntingency reserve of $1 million was set aside. Of 
tal assets of $40 million, current assets amount to 
29.74 million and working capital to $25 million, 
rith cash and Government securities of no less than 
815.97 million, compared with current liabilities of 
mly $4.70 million. Inventories of $9.44 million 
ie low in relation to current assets. It is readily 
parent that finances leave nothing to be desired. 
Upon re-conversion, the company should find an ex- 
ensive market for its output, both here and abroad. 
\s a steady dividend payer since 1905, the current 
market price of about 1234, yielding 5%, appears to 
lace a very moderate premium on the company’s 
wtstanding soundness and liquidity. 

Among war-active corporations, sound financial 
procedure despite the strain of war requirements on 
resources, is typified by Fairbanks, Morse & Co., a 
kading maker of Diesel engines and a wide line of 
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other industrial machinery. Out of earnings, the 
company last year retired remaining outstanding de- 
bentures in the amount of $3.15 million. To retain 
liquidity, and despite continued high earnings, the 
management reduced the quarterly dividend rate 
from 50c to 25c, thereby maintaining its excellent 
cash position which at the year end amounted to 
$9.54 million compared with total working capital 
of $14.33 million. Thus in the face of greatly ex- 
panding war work which last year nearly doubled 
1941 volume, the company not only got along with- 
out borrowing of any kind but managed to simplify 
its capital structure by eliminating existing debt. In- 
ventories were held down to a normal ratio, consti- 
tuting about 42% of current assets of $38.59 mil- 
lions which in turn come to over half of total assets 
of $52.47 millions. Special reserves amount to 
$1.81 million. 

In the case of Youngstown Steel Door Co., difter- 
ent circumstances were responsible for great relative 
liquidity. With operations sharply curtailed early 
last year due to WPB restrictions on freight car 
building, and able to do only little war work, the 
company’s working capital consists of about 55% 
cash and 35% inventories, the latter frozen by Gov- 
ernment restrictions. On the other hand, current 
liabilities declined to the small amount of $275,000, 
compared with cash on hand of $2.16 million. A 
bank debt of $400,000 was retired last year. As the 
outstanding manufacturer of steel doors for freight 
cars, the company with its strong patent position and 
normally wide profit margins will score high earn- 
ings during periods of active car building, already 
underway. Working capital requirements normally 
are not large and during periods of high activity are 
readily bolstered by bank loans, usually repaid in 
short order. Current cash (Please turn to page 651) 


Cash and = Special Book 
Equivalent Reserves Value 
$ millions $ millions per Sh. 
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545 
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1243 
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599 
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241 
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5217 
500 
727 
194 
146 
5780 
897 
991 
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6.89 
4.68 
17.96 
4.10 
25.00 
15.16 
7.46 
14.33 
12.96 
1.76 
64.55 
7.90 
14.75 
8.35 
19.61 
200.3 
9.44 
5.93 
4.34 
3.68 
196.0 
3.78 
23.91 
20.67 
3.84 
3.90 


American Stove Co... . 
Am. Safety Razor 
Am. Laundry Machy. Co 
American Book Co...... .. 
luroughs Adding Mach. Co. 
goleum-Nairn....... 
Devoe & Raynolds (a) 
hirbanks-Morse...... . 
Hazel-Atlas Glass. ... .. 
intern. Cigar Machy. Co. 


libbey-Owens Ford. 

ima Locomotive. .. 

MacIntyre Porcupine 

Montgomery Ward 

National Acme... 

National Can......... 

att & Lambert 

Sarrett (L. S.) Co. 

ars Roebuck........ 

Iechnicolor............ 

imken-Detroit-Axle (b) . 

nderwood, Elliott-Fisher . 

Victor Chemical ; ete 
Youngstown Steel Door ng Oak 

2) Capitalization includes $51,000 funded debt. 
b) Capitalization includes $9 million long term notes. 
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The Oil Industry 
In Transition 








ie 


—BY J. C. CLIFFORD— 


Wiis there are many cross-currents in the oil 
industry due to military demands, gas rationing, 
transport difficulties, etc., the basic position of the 
industry shows substantial improvement, both as to 
current earnings and future outlook. Sales volume is 
running moderately ahead of last year and is ex- 
pected to continue to do so. Profit margins are, on 
the average, well maintained as illustrated by the 
first half earnings. According to the compilation of 
the National City Bank, fifteen oil companies re- 
ported an increase of 20 per cent in net income for 
the half year as compared with 14 per cent for 284 
manufacturing companies (including the oil group). 
[In other words, the industry is doing better than 
average and no important domestic oil company re- 
ported a deficit in the first half. 

War is creating an insatiable demand for oil prod- 
ucts. Secretary Ickes, who is Petroleum Adminis- 
trator in addition to his numerous other jobs, re- 
cently disclosed that the armed forces are using 
600,000 barrels of gasoline daily—enough to send 
the family flivver on two round trips to the sun and 
back (378 million miles). During the last half of 
this year military requirements will, it is estimated, 
take more than 30 per cent of all gasoline produced 
east of the Rockies and next year the amount may 
expand to 37% per cent. 

Again warning the east not to get too optimistic 
over the gas situation, Mr. Ickes has pointed out 
“that all of our pipelines, tanks, cars, barges and 
tank trucks cannot be used to haul automotive gaso- 
line for civilian consumption. They have to be used, 
also, to haul aviation gasoline in an ever-mounting 
volume, toluene for TNT, butadiene for synthetic 
rubber, heavy oil for the Navy, for the rapidly grow- 
ing merchant marine and for our war industries— 
yes, and furnace oil to keep America warm for next 
winter.” 

Motorists and householders who burn fuel oil are 
looking forward to the end of the war for relief, but 
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some authorities hold that the present shortage ma 
outlast the war unless present reserves are increased 
coal is substituted for oil, or more oil is importe( 
from South America. Secretary Ickes has also ex 
pressed considerable alarm over the failure to de 
velop new petroleum reserves. Both the number o 
drillings, and the number of producing wells com 
pleted, is lagging behind the average of recent years 
Completed wells in the first five months of this yeaf 
averaged about 700 contrasted with 859 for the 
calendar year 1942, 1600 in 1941 and about th 
same average over the previous five years. Present 
increased production is drawing on underground 
reserves. 

Secretary Ickes, who probably doesn’t love the 
corporations any more than any other staunch New 
Dealer, wants to increase crude oil prices in orde 
to stimulate new drilling, but the OPA is unwillin 
to go along with him. They would evidently prefer, 
if necessary, some system of special bonuses or other 
concessions, such as were used for the copper indus- 
try to avoid changing the basic price of the metal. 
Mr. Ickes recently told a Senate Committee that 
our proven oil reserves are about 20 billion barrels 
or enough to last some 14 or 15 years at the present 
rate of consumption. Offhand, this might seem like 
a pretty good reserve but with the use of oil steadily 
increasing year after year, the life of the reserve 
would be considerably reduced. Moreover, much 
of the reserves may have to be pumped out when 
“flush” production is used up—adding to the cost. 

It is estimated that our shale deposits in the Rocky 
Mountains contain some 92 billions barrels of crude, 
but the expense of getting out much of this oil might 
be prohibitive since much heavy equipment would be 
needed. Another source is the three trillion tons 0! 
coal which could provide synthetic gasoline for all 
our needs for perhaps hundreds of years, but such 
production is still in the laboratory stage. Germany 
has had to meet much of her war demand with this 
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synthetic gas, but has found the production laborious 
and cumbersome, requiring a much greater number 
of laborers than the refining of crude oil. Unless we 
are willing to pay much higher prices for gas a few 
years from now, a moderate increase now seems 
essential to stimulate drilling. 

There is one group of companies which seem 
bound to benefit by present conditions, now that the 
submarine menace has been reduced and our tanker 
fleet is being increased—the South American produc- 
ers. Venezuela is planning a record oil output, and 
production in Colombia is also expanding. Current 
production in Venezuela is less than 500,000 barrels 
a day (compared with an average of about 624,000 
in 1941) but it is reported in some quarters that this 
will be stepped up to 1,000,000 barrels over the next 
few months—equal to about one-fourth of U. S. 
domestic production. 


South American Oil Industry 


Leading Venezuelan companies are Creole and 
Lago (Standard Oil of New Jersey companies), 
Venezuelan Oil Concessions, Ltd., and Venezuelan 
Petroleum (subsidiary of Sinclair Oil), Royal Dutch 
Shell controls Colon Development and Caribbean 
Petroleum, and Gulf Oil has Mene Grande Oil. 
Pantepec is reported to have large potential reserves, 
but is not a well-established producer. 

Venezuelan Petroleum has been developing a 
relatively new field, and has constructed a pipeline 
to the seaboard. Sinclair interests are said to be con- 
sidering construction of a large refinery but will have 
to obtain priorities from Washington to construct 
such a plant. At present, most of the crude is 
shipped to large Standard Oil and Royal Dutch 
Eneties located in Dutch West Indies islands about 
50 miles off the coast. However, Creole, 
Lago and Caribbean petroleum companies 
have large refineries in Venezuela. 

In Colombia production from the Barco 
concession (Socony Vacuum and Texas 
Company) and DeMares (International 
Petroleum, controlled by Standard Oil) is 
reported steadily increasing. The Royal 
Dutch-Shell interests have also been active 
in development work and construction of a 
coast refinery is under discussion. 

The South American companies are thus 
in favorable current position, though this 
may have been discounted marketwise. In- 
ternational Petroleum is currently around 
19 contrasted with last year’s low of 8%, 
Pantepec at 734 against last year’s low of 3, 
Venezuelan Petroleum 8 compared with 
3%, and Creole 26%, against 1154. Thus 
the South American stocks show far bigger 
gains than the average price of fourteen 
domestic companies, which is currently 
about 80 per cent above last year’s low. 

The outlook for the refining compa- 
nies remains somewhat mixed. The clos- 
ing of many gas service stations is probably 
SEPTEMBER 
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a blessing in disguise, for during a period of vicious 
competition between the big companies, retail outlets 
were over-expanded, particularly in the East, and 
operations have been chronically in the red for the 
marketing division of the industry. As to refinery 
operations, these have been bolstered somewhat by 
price increases in refined products allowed in some 
areas. Atlantic Refining reported go cents for the 
first half this year compared with a deficit of 70 
cents last year. 

The catalytic process is promoting new chemical 
developments and may improve future refining profit 
margins. The high-octane gas now used by war 
aviators may in future be used to step up motor car 
mileage as new automobile engines are designed that 
can “take it.” Recent discoveries have greatly ex- 
tended the limit beyond the 100 octane gas formerly 
considered “‘tops.”” The war has been a great stim- 
ulus to petroleum chemistry and the development of 
new hydro-carbons will open up wider markets. The 
use of oil in the production of synthetic rubber will 
alone afford a considerable stimulus. While the re- 
hning companies thus have comparatively little ap- 
peal under present conditions, their longer term 
prospects seem favorable. 

The near-term outlook for the producing com- 
panies will doubtless be governed somewhat by the 
prospects for gaining an increase in the price of 
crude. With war demands steadily increasing and 
the East disappointed in its failure to obtain an 
increased gas allowance, Mr. Ickes’ appeal for a 
price increase may gain increasing political support. 
Discoveries of new wells have not equalled oil with- 
drawals in any of the past five years, and last year 
new discoveries offset only about one-fifth of the 
amount withdrawn. It is quite obvious that the fixed 
price of crude, in relation to higher costs of labor 





Drilling an oil well in Commodore 
Rivadavia, Argentina 
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and material, has been a retarding factor, as have 
also the restrictions on purchase of drilling supplies 
and equipment. Despite the fears in New Deal 
quarters that profits may be increased thereby, some- 
thing may have to be done about the price situation 
within the next few months. 

Obviously, the producing companies, and espe- 
cially those with huge reserves, have fared the best 
during the wartime period. Leaders in this “re- 
serve’ group are Amerada, Gulf, and some of the 
Standard Oils. Amerada has shown a steady increase 
in earnings since 1939, which has carried through 
the first half of this year when $2.10 was reported. 
The stock sells at a relatively high price—about 15- 
20 times earnings—but this may be warranted by 
the large reserves per share of stock; a substantial 
part of the market price reflects this hidden reserve 
of future earning power. Moreover, in considering 
price-earnings ratios it must be remembered that 
most of the producing companies make generous 
allowance for depletion, drilling losses, etc. 

Gulf Oil’s earnings were down last year but this 
reflected special write-offs. The company does not 
publish interim figures. The stock, which is now on 
the Big Board around 48%, has just about doubled 
its low of last year—slightly better than Amerada 
has done. Both stocks offer a relatively small yield 
and hence have limited appeal to the small investor. 
For the wealthy stockholder who wants to keep his 
income low to save taxes, they are doubtless among 
the most attractive oil stocks. 


Operating Position of Leading Oils 


Approximate Percent of U. S. Total 
Production Refining Marketing 
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The oil companies cannot be conveniently sorted 
out into producers, refiners, and marketers because 
most of the big companies are in all three clasifica- 
tions. However, the figures in the accompanying 
table (based on 1939 data but still reflecting the ap- 


630 


aE AE OT 


lt @ 
ii 


An Oil Refinery in Houston, Texas 
proximate position of the different companies) fur- 
nish a clue to the relative importance of leading 
companies in each field. 

Many large companies buy a substantial amount 
of crude from other companies for the purpose of 
increasing their refining and marketing operations. 
On the other hand, a few of the large companies like 
Ohio Oil and Continental produce somewhat more 
than they refine. This may account for the relatively 
good showing made by Ohio Oil which is expected to 
earn $2.00 this year compared with $1.74 in 1942 
and $1.59 in 1941. Amerada (not listed in the 
table) is strictly a producer and its earnings jumped 
from $1.56 in 1939 to a current estimated rate of 
$5.00. 

For those investors interested primarily in gen- 
erous yields, the oil group does not offer as good 
opportunities as many other sections of the list. 
Stocks yielding an estimated 5% or over are Byron 
Jackson, Lion Oil Refining, Louisiana Land, Mid- 
Continent, Plymouth Oil, Quaker State Refining, 
Richfield, South Penn, Standard Oil of California 
and Standard Oil of Kentucky. The last two are 
perhaps the best from a quality point of view. 

For those who wish to select those issues currently 
making the best showing, the following showed fair- 
sized gains in the first half this year compared with 
last year: Amerada, Atlantic Refining, Barnsdall, 
Continental, Houston, Lion, Louisiana Land, Ohio 
Oil, Phillips, Plymouth, Seaboard, Shell Union, 
Skelly, Standard of Indiana, Standard of New Jer- 
sey, Sun Oil, Texas Co., Texas Pacific Coal & Oil, 


and Tidewater. 
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Six’ Companies 
CANADA DRY GINGER ALE, INC. 


on the Upgrade 


BEST FOODS, INC. 
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barkling water is next in importance, with Spur a well-known cola 
ink, Tom Collins Mix and a full line of flavored drinks following. The 
hmpany operates 22 plants and has granted 159 licenses to bottlers 

and abroad. It also is a distributor of foreign liquors, including 
thnnie Walker Scotch, John Power & Son Irish Whiskey and Daiquiri 
m, and is handling several domestic whiskies, such as Fine Arts and 
Nd Ebony. Through acquisition in 1941 of the British-American Dis- 
Hers Inc., the company now manufactures Holloway's Gin and Nuyens 
nrdials. Alcohol beverages account for about 38% of sales and car- 
mated beverages for some 62%. 


INANCIAL POSITION: Undistributed earnings have raised working 
pital in recent years despite large capital outlays. Though treasury 
sh declined in 1942, increased inventories more than offset the shrink- 
g¢ and working capital rose 7% to $5.91 millions. War-time earnings 
re well maintained and latterly rose measurably in line with spurting 
ues notably of liquors. For the nine months ended June 30th, sales 
re $23.10 millions against last year's $17.54, and net came to $1.86 
t share against $1.65. There is no funded debt. 


WTLOOK: The company has met war-time problems by shortening 
livery routes and stressing certain brands requiring less sugar, such 
hginger ale and Spur. Moreover, large quota-free sales of soft drinks 
the Army and Navy aid in maintaining volume. Liquor sales con- 
ve excellent with margins highly favorable. Longer range prospects 
promising and the company's competitive situation should be mate- 
ily aided by management's policy toward lower prices, strategic 
nt location near best markets, further development of the direct 
pthe dealer delivery system and the 5c bottle idea, full exploitation 
fwhich must await the termination of the war owing to present con- 
iner regulations. 


ARKET ACTION: Despite the relative stability of the soft drink bus- 
wss, the common in the past fluctuated somewhat wider than the gen- 
al market. At present level, some 3 points below the year's high, 
e stock is still 140% above its 1942 low while our Index is 90% 
tove that point. On the other hand, the stock is 44% below its 1937 
igh while our Index is 35% below the 1937 peak. 

OMMENT: Recent price—21%/. While present yield of 2.4% is low, 
estock is regarded attractive in view of long range growth prospects 
ich eventually should lead to further market appreciation. 


ing engaged: in both the soft drink and liquor field, the company is 
an exceptional position to cope with demand variations and should 
ktefore enjoy better than average earnings stability. 


Long-Term Record 




















Net Net 

Sales Income Net per Divi- Price 

Year (millions) (millions) Share dends Range 
c's : 9.640 0.443 0.87 1,00 2914-124 
Bee ss i 9.186 0.240 0.47 0.45 17%- 84% 
m6... 9.964 0.182 0.36 None 3054-1034 
m7. . 14.863 0.730 1.19 None 384-94 
m8... 14.923 0.691 1.12 0.25 2115-12 

9. . 16.553 1.156 1.88 0.50 2034-12 
0. 18.449 1.002 1.63 None 2314-1154 
1. 22.703 1.637 2.70 1.00 17}4-10% 
1.578 2.61 0.60 15%- 94 


2 23.670 
fiscal year ending Sept. 30th. 
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WSINESS: Original and principal product is Canada Dry ginger ale | 
ich is sold in larger quantities than any competing domestic brand. | 











PRICE RANGE 



































huluallll 


1942 


al 


1941 


4 
cattlaittl 
1940 








VOLUME 











BUSINESS: This company, successor to Hecker Products Co., is a man- 
ufacturer of food products, its lines consisting principally of flours, 
breakfast foods, margarine, mayonnaise, salad dressings and other pre- 
pared specialties, as well as shoe polish. Its brands, such as Hellmann 
Mayonnaise, Cream Farina, Force, Presto cake flour, Nucoa margarine, 
Shinola and Two-in-One shoe polishes are well known to every house- 
hold. Originally, Hecker Products Co. owned 71% of Best Foods 
capital stock, with General Foods Corporation holding the balance. 
Late last year Hecker bought out the latter's minority interest and com- 
bined the two companies under the new name. The merger was under- 
taken with a view to more effective operation of the several businesses; 
results obtained during the brief intervening period since the merger 
already have proven the soundness of this plan. 

FINANCIAL POSITION: Finances are excellent and working capital 
has been maintained at a high level for many years, amounting at 
present to $16.07 millions, including cash and equivalent of $6.11 mil- 
lions against current liabilities of $6.78 millions. Net quick assets are 
$9.16 per share. For the fiscal year ended 6/30/43, net profits on a 
consolidated basis were $2.46 millions equal to $1.64 per share com- 
pared with the preceding year's results of $0.66 million or 44¢ per 
share. Contingency reserves amount to $1.41 millions. There is no 
funded debt and the only liability ahead of common stock are bank 
loans in the amount of $2.35 millions, repayable in semi-annual instal- 
ments through 1949. 

OUTLOOK: The beneficial effect of combined operations under a re- 
shuffled management is reflected in the aforementioned earnings re- 
port, just released, and further improvement of the company's position 
is confidently expected. Consequently, directors recently declared a 
50c dividend, against the previous disbursement of 30c. Over the 
nearer term, operations will be favorably influenced by heavier demand 
for several products, notably margarine due to the butter shortage, 
and improved cost control. Longer term factors are commodity price 
trends and competition, normally keen in this field. Financially well 
heeled and now under the aegis of efficient management, prospects ap- 
pear good for further progress towards higher earnings levels than 
those realized in recent years. 

MARKET ACTION: Reflecting competition and the effect on earnings 
of commodity price fluctuations, the stock displayed more than aver- 
age volatility. Though two points below the year's high of 17, the 
common is still 233% above its 1942 low and nearly equals the high 
of 1937. By comparison, our Combined Index is currently 90% above 
and 35% below these points, respectively. 

COMMENT: Recent price—I5. The low yield of 2% reflects the fa- 
vorable longer range prospects attached to the stock, as well as the 
good current earnings outlook. Though dividends are likely to con- 
tinue conservative, the stock is believed to have market possibilities. 


Long-Term Record 


Net Net 
les Income Net per Divi- Price 
*Year (millions) (millions) Share dends Range 
a 23 is cee) eee (a)1.039 (a)0.48 0.60 23-16 
1935... 4 2.097 97 1.20 22 -143¢ 
1936.. 31.725 1.510 0.71 1.05 2134-125¢ 
1937... 31.914 1.592 0.89 0.90 15%- 5% 
1938.. 27.938 0.951 0.53 0.60 1144- 6% 
1939... 22.347 1.969 1.21 1.00 13)4- 856 
1940.. 18.948 0.801 0.52 0.60 1154- 6% 
ae Ae ete 18.454 1.068 0.71 0.60 83%- 5 
1942. 16 0.461 0.31 0.30 854- 4} 


; aa os. nen 
*Years ended June 30th. 
(a) 6 mos. ended June 30th. 
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Six Companies 
CELANESE CORPORATION OF AMERICA 


the Upgrade 


ASSOCIATED. DRY GOODS CORP. 





WwW 
o 
z 
< 
« 
Ww 
v 
« 
a 


Vy ' ' 
Ts 





ea ee fa 
tatlins | 


1943 


Sk I ee 
Lantals |srasaaltasal 
1940 1941 


Doooteesetal 
1942 




















VOLUME 





ua 
o 
z 
< 
« 
WJ 
Y 
x 
a 











1943 


eae 
1942 


1941 


are ae 
1940 


° 


























VOLUME 














BUSINESS: Largest producer of acetate yarns in the U.S. with an an- 
nual capacity of about 80 million pounds yarn and five million pounds 
staple fibre, the company in 1941 materially broadened its scope of 


| 
| 
| 


activities by merging its controlled subsidiary, Celluloid Corp., an im- | 
portant manufacturer of plastics and related fabricated products. It | 


enables Celanese to participate directly in this fast growing field. 
Rayon yarns account for the bulk of sales with woven fabrics, staple 
fibre and chemical products making up the remainder. The bulk of 
yarn output is sold to weaving and knitting mills. Plastics production 
includes a wide line of shapes and fabricated products, the latter sold 
under the trademarks “Lumarith" and "Celluloid." The company also 
developed a new yarn of high tensile strength called 'Fortisan," espe- 
cially suitable for tire cord fabrics and parachute cloth. Important in 
war, this yarn is believed to become an excellent money maker in peace. 


| auditing and delivery. 


FINANCIAL POSITION: As a result of conservative dividend policy , 


and outside borrowings, a sound working capital position has been 
maintained despite plant expenditures of some $32.5 millions during 


1937-41. In July 1942, a new issue of $35 million 3!/2% debentures | 


was sold to provide $6 millions for additional plant expansion including 
a factory in Mexico, with some $28 millions applied to the repayment 
of old long term debt. These new debentures of which $34.28 millions 
are now outstanding, represent the total funded debt. Outstanding 
preferred stock amounts to $35.07 millions. Working capital position 
is strong and cash plus equivalent amounts to $19.51 millions against 


current liabilities of only $5.29 millions. Equity per common is $15.10. | 


OUTLOOK: With military requirements for rayon yarns mounting 
steadily and the elimination of silk and nylon for virtually all civilian 
uses generating heavy demand from commercial outlets, capacity 
operations are assured for the duration with earnings likely to continue 
high despite burdensome taxes. New developments from research 
activities suggest long-term sales growth after the war, aided by the 
growth factor inherent both in rayon and plastics. While not immune 
to fluctuations of consumer income, demand trends for a considerable 
period after the war should continue upwards suggesting firm price 
structures and realtively stable profits despite conceivably greater 
competition. 


MARKET ACTION: Reflecting excellent war and peacetime prospects, 
volatility of the stock was above average. Present market price is 142% 
above the 1942 low and 12% below the 1937 high while our Index is 
90% above and 35% below these points, respectively. 


COMMENT: Recent price—363%. Considering the bright long-term 


outlook and current yield of 5!/2%, the stock looks attractive at current | 


level which compares with the year's high of 403%. 


Long-Term Record 


Net Net 
les* 


Sal Income Net per Divi- Price 
Year (millions) (millions) Share dends Range 
Rr 4.692 3.229 1,25 None 4474-17) ¢ 
1935. 5.900 4.057 1.99 None 353¢-19!, 
1936. 30.890 4.406 2.25 1,50 3214-215, 
EE even weh eae ove 34.004 4.461 2.04 2.25 4114-13 
Ree 28.685 2.479 0.26 None 2653-9 
1939... 35.478 6.374 3.67 0.50 3014-13°x 
1940... .510 6.376 3.39 1.25 35!5-20 
Rod ia on oe E 3.23 J 2954-18!» 
3.42 2954-15 






























BUSINESS: Controlled subsidiaries of this company operate eig 
large, long-established department stores, some of which also operat 
branch stores serving adjacent suburban areas. Lord & Taylor, Ne 
York (87% owned) is the largest, usually contributing about one-thir 
of sales. Others, all wholly owned, include such well-known stores a 
McCreery's, New York; Hahne's in Newark, N. J.; Stewart & Co, j 
Baltimore, and J. N. Adam & Co. in Buffalo. All stores operate unde 
their own established names and management is highly decentralized 
Merchandising policies differ considerably in accordance with local 
and type of clientele. Sales appeal however is based primarily o 
fashionable and up-to-date merchandise. Additionally, company ha 
several subsidiaries performing sundry services, including statistical 


FINANCIAL POSITION: Finances are strong with working capiti 
amounting to $18.68 millions, and cash of $7.67 millions exceeding cur 
rent liabilities of $6.08 millions. Inventories of $10.88 millions are littl 
changed from.a year ago. Profits so far this year are understood to 
running substantially ahead of last year's, in fact are holding up so wel 
that it wouldn't be surprising to see another dividend declared befors 
the year end. Last April, the company resumed dividends with a pay 
ment of 50c, the first since 1931. 

OUTLOOK: With sales at record levels, the company is enjoying thé 
best year in its history. Indications are that replacements will continug 
satisfactory and the company is likely to profit further from curren 
high public buying power. Increasing volume, implying widening operat 
ing spreads, is partly due to the fact that many stores are located in 
war-active industrial centers where buying is heavy, and by concentrat 
ing on readily available items, it has been possible to more than offs 
dwindling business in scarce items. With the clean-up of arrears on th 
preferred stock completed in 1942, longer range earnings and dividend 
prospects are judged optimistically, as far as common stock is con 
cerned; moreover, as debt is gradually reduced, more stable ‘per shar 
earnings can be expected which is a favorable factor in the longe 
range outlook brightened by prospects of good post-war business. 
MARKET ACTION: Reflecting the earnings leverage arising from 
prior debt and outstanding preferred stock, volatility of the commo 
exceeded somewhat general market movements. At present, the stoc 
sells some 103% above the 1942 low while our Index is 90% higher. Simi 
ilarly, it is about 44% below the 1937 high while our Index is cy | 
below that point. 

COMMENT: Recent price—I334. Selling considerably below boo 
value of $29.85 per share, the stock has merit as a long pull specula 
tion. Its vulnerability to any further market reaction should be limite 
in view of future prospects. 


Long-Term Record 









Opts. Net 
Income Income Net Per Divi- Price 
Year (millions) (millions) Share dends Range 

2.287 937 d0.45 1814- 74 
2.520 1,267 0.11 1834- 7} 
3.089 1.701 0.85 2774-1245 
2.702 1.215 0.02 2434- 
2.316 0.787 d0.70 125¢- 4 
4,010 2.016 1,34 1035- 5s 
4.617 2.312 1,88 9 - 4s 
6.678 2.623 2.37 10% ¢- 5%s 
8.035 2.231 1.72 63q- 4h 
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WARNER BROS. PICTURES, INC. 


Six Companies on the Upgrade 





UNITED DRUG COMPANY 



































BUSINESS: One of the major units of the motion picture industry, 
this company's activities embrace all phases of the business from pro- 
duction of feature films and short subjects to operation of a theatre 


—r | ampere: castetnianamemasmmmemmmas 

WJ 
| z 

1 — —s 

< 

< rt 
—— us 10 

x al I 
cee! a 5 - 

Hoos, ot? Ogotet 

eee ) 
| 200 

Ww 
— 3 

P| 
see a3 OC 

9 1940 1941 1942 1943 
ec 
rate eig 
SO operat 











me. SS system of some 425 owned and leased properties. Other activities 
soa include production of stage plays, operation of a radio station in 
& Co. i Hollywood, Cal., and the publishing of music. In 1941, the company 
rate wads purchased a quarter interest in the Associated British Pictures Corp. 
sentralized Ltd., which owns or controls about 400 theatres in England, located 
vith local Principally in London and its suburbs. Foreign film rentals which ac- 
imarily 9 counted for 30% to 35% of film revenues prior to the war, now con- 
npany ha tribute nearer 20%. Distribution of Warner productions is effected 
statistical through an extensive system of exchanges operating in important re- 
gional centers throughout the U.S. and Canada, and in other countries 
— including Mexico, Central and South America. 
eding cu FINANCIAL POSITION: With the recent refunding of its debentures 
s are litl@ and retirement of its preferred, Warner has completed an important 
food to phase in its career. In 1931, debt had reached’ a peak of $113 millions 
up so well and annual interest charges were $6.74 millions. Today, debt is down 
red befor to about $50 millions, and when loans for calling the preferred are 
‘ith a pay taken up, the total will be about $58 millions. Annual interest charges 
come to about $2.25 millions. Further debt reduction remains the com- 
joying the pany's basic financial policy, hence no large dividends can be ex- 
S cout pected in the near future although a moderate disbursement is re- 
sm curren 92°ded possible later this year. Working capital position is excellent. | 
ng operst# OUTLOOK: Well maintained near-term earnings are indicated despite 
located if sharply higher taxes as attendance prospects are bright and the com- 
soncentrat® pany has a large backlog of paid-for productions ready for release 
than offsell when needed. Thus film and talent shortages are no immediate threat. 
ars on thal By the same token production costs and amortization charges are 
dividend@ likely to run lower. Diminishing earnings leverage due to declining 
ck is conf fixed charges should stabilize per share results over the longer term 
per shat@ with income primarily fluctuating with variations in theatre attendance. 
the longe With rehabilitation of earnings well under way, the company's leading 
siness. position and the integrated nature of its operations should assure future 
ising fromm results fully commensurate with industry potentials whicn are judged 
e commom optimistically. 
ae = MARKET ACTION: Reflecting the leverage factor and earlier highly 
wanels “ speculative nature of the stock, volatility of the common was above 
ex is 35) average. At present, it is some 190% above the 1942 low and 32% 
below the 1937 peak, and though a favored speculative medium has 
elow es shown good resistance on recent market declines. 
> sea COMMENT: Recent price—I2!/4. With dividend prospects nearer in 
the wake of steadily improving financial position, the stock is regarded 
an attractive speculation. 
Long-Term Record 
Price Total Net 
Range Revenues Income Net Per Divi- Price 
14. 14 Year (millions) (millions) Share dends Range 
I 42.530 0.77 Me 2s 
ora; 9 1935... sep 674 0.07 10%. 21; 
Tag” El tae... 90.655 3.177 0.75 1855+ 914 
45379 if 1937. 100.51 ‘876 1.48 18 - 45, 
O3;- 55% 1938. 102.20 1.929 0.41 a . 3% 
9. 4% Re 102.08 1.740 0.36 675+ 3!2 
Back 5h 1940 100.33 2747 0.63 414-2 
3 1941. 102.29 5.429 1,36 6he- 253 
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BUSINESS: Through operating subsidiaries, this concern engages in 
the production, wholesaling and retailing of proprietary drugs, confec- 
tionaries and miscellaneous products sold in drug stores. About 70% 
of total sales are at retail through over 582 company-owned Liggett 
and Owl drug stores scattered throughout the U.S. and Canada. Self- 
made products, accounting for 25% to 35% of sales, are also marketed 
through 12,038 franchised Rexall stores. Among branded products are 
the well-known Rexall and Puretest proprietary drugs, Seamless and 
Kantleak rubber goods and Fristaid surgical dressings. The company 
also makes candies, stationery and fountain supplies. By reason of the 
bankruptcy of the Louis K. Liggett Co. in 1934, the company, as guaran- 
tor, was compelled to assume responsibility for certain store leases, 
entailing an annual loss of $460,000; however, this burden is being in- 
creasingly lightened. 


FINANCIAL POSITION: The financial record reveals a consistently 


' sound position. Working capital amounts to $29.95 millions, and cash 


and securities totalling $14 millions compare with current liabilities of 
$14.45 millions. Book value per share is $11.49. Outstanding $30 mil- 
lions 5% debentures maturing 1953 were recently called for redemp 
tion Sept. Ist; funds therefor were provided by issuance of $20 million 
new 3!44% debentures and 100,000 shares of $4.75 preferred stock. 
By this operation, fixed charges will henceforth be reduced $300,000 
annually, Net for the first half of this year was 87c per share against 
69c last year. 


OUTLOOK: With the installation of the new management some time 
ago, the company's affairs have undergone steady betterment. The 
financial structure has been improved, the retailing business made 
more profitable by better cost control and important changes in store 
leasing policy. While retail volume may diminish due to merchandise 
shortages, this should be offset by well sustained if not increased re- 
turns from manufacturing, bolstered by substantial war orders for rub- 
ber goods and absorbent cotton. With losses from assumed Liggett 
leases steadily declining (all but 4 such leases have been eliminated), 
well maintained earnings before taxes are expected over the nearer 
term. Long term prospects point to increasingly stable sales and earn- 
ings, the result of improved merchandising policy. Despite improving 
returns, dividends are expected to be further subordinated to debt re- 
tirement, for some time. 

MARKET ACTION: The stock in the past considerably exceeded gen- 
eral market fluctuation, reflecting the company's improved basic posi- 
tion. It currently sells 175% above the 1942 low and is 22% below its 
1937 top while our Index is 90% and 35% below these points, respec- 
tively. 

COMMENT: Recent price—I23%. The stock has become a favored 
long-pull investment for many portfolios, small and large, attesting to 
investor's confidence in the ability of the new management. 


Long-Term Record 


Net Net 

Sales Income Net Per Divi- Price 

Year (millions) (millions) Share dends Range 
1934.. 78.439 1.833 1.32 None 1814- 914 
, 82.739 1.504 1.10 None 1334+ 8°54 
88.464 2.065 1.52 0.75 16!5-10°; 

i 93.358 1.312 0.97 0.50 16 -5 
1938. 87.867 0.518 0.38 None Tixe 455 
1939. 89.356 1.063 0.79 None T'x- 4)5 
1940 90.298 1.103 0.82 None T4- 3% 
1941 102.46 2.527 1,87 None 6lo- 27s 
1942 121.99 2.301 1.70 None Big. 45 
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OPERATING 
UTILITIES 
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Usuny stocks have continued to give relatively 
good account of themselves marketwise, and the 
two issues offered to the public this year, Houston 
Lighting and Idaho Power, met with a good recep- 
tion. The former is selling substantially above the 
offering price and is now listed on the Stock Ex- 
change. Idaho Power was offered recently on a 
price-earnings ratio of over 13 and a yield of 614%, 
despite the rather obscure location of this company, 
which serves irrigated farms in the Idaho ‘‘desert”’ 
area. 

Utility stocks dropped to record low levels early 
last year when it was feared that the Government 
would seize the greater part of the earnings for 
taxes. While the Government is already taking more 
out of earnings in many cases than either labor or 
the stockholders receive, Congress showed some 
consideration for the industry and taxes for the 
calendar year were considerably lower than the in- 
terim estimates, with a resulting boost in net earn- 
ings. This year, favored by ever-mounting sales of 
electricity, lower payrolls, and decreased mainte- 
nance expenses (many employees lost to the war 
forces have not been replaced, and materials for 
repairs are hard to get), many utilities are enjoying 
a fair sized recovery in earnings. For the first time 
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in years tax rates remain unaltered, though of course 
there may be adjustments effective in 1944. At 
present, security holders are hopeful that they will 
not have to absorb any further share of the war 
cost. In effect, common stockholders are paying over 
half of their available earnings to the Federal Gov- 
ernment. Of the remainder, part has to be held by 
the company for property improvements and surplus; 
and of the amount paid out in dividends the stock- 
holder must again give a substantial portion to the 
Government in personal taxes. In view of this double 
taxation, it is obvious that the utility stockholder is 
carrying more than his fair share of the war cost 
already, and should not be further penalized. It is 
believed that Congress realizes this situation and 
that corporation taxes, at least as far as the utilities 
are concerned, will not receive a further boost in 
1944. 

Utilities are sharing to some extent in the broad 
interest recently aroused in the so-called “elec- 
tronics’ stocks. The huge amount of advertising 
given to “Radar” and the many forecasts regarding 
post-war progress with television, air-conditioning, 
etc., has stimulated interest in the utilities, which 
will naturally share in the increased demands for 
electric current due to sales of electric accessories 


THE MAGAZINE OF WALL STREET 











ticall 
the p 
highe 
verti: 
publi 
£0 f 
the v 
minis 
begin 
politi 
subje 
consi 
W 
rise i 
stock 
publi 
price 
inves 
betwe 
cent ; 
per ¢ 
comn 
pany! 
cx 
issue, 
whick 
comp 
and 
popul 
port | 
of al 
stock 
stock 
earn: 
the s 
same 


SEPT 

















‘ourse 
. At 
y will 
2 war 
y over 
Gov- 
Id by 
rplus; 
stock- 
to the 
louble 
der is 
r cost 

It is 
n and 
tilities 
ost in 


broad 
“‘elec- 
rtising 
urding 
oning, 
which 
1s for 


sories 


REET 












after the war. For the first time the electric utilities 
may seriously enter the house-heating field—via 
air-conditioning. A newly developed mechanical unit 
can be used both for cooling and heating-—by merely 
reversing the operation—and when this is commer- 
tially available at a reasonable price, and electric 
rates are adjusted to the increased demand for cur- 
rent, the utilities’ profitable residential load should 
be greatly increased. In time, our central heating 
plants may become obsolete and we may return to 
the British system of heating individual rooms— 
though not by their old-fashioned method of burn- 
ing wood or coal in each room. . 

There will be a big demand after the war for the 
improved new washing machines, which do every- 
thing but mend the clothes. Big refrigerators, with 
quick-freezing compartments to produce ice cream 
and other frozen dainties, will be popular. The use 
of radios and other electric gadgets will increase 
sharply after the war, as many families invest their 
war savings in these luxuries. While utilities will 
lose a good part of their heavy excess sales to war 
production factories, these are on a very low profit 
margin, and if even partially replaced by increased 
residential load, the utilities may be able to main- 
tain or increase their present earnings. 

The electric light and power companies are prac- 
tically the only industry which constantly lowers 
the price of its product, regardless of increased taxes, 
higher wages and cost of materials. A recent ad- 
vertising campaign was inaugurated to acquaint the 
public with this important fact. Such publicity should 
go far toward overcoming old prejudices against 
the utilities, which have been exploited by the Ad- 
ministration. It is felt that the pendulum is now 
beginning to swing the other way and that the 
political persecution to which the utilities have been 
subjected in recent wars will be replaced by more 
considerate and intelligent regulation. 

While utility stocks have enjoyed a considerable 
tise in the past year most of the operating company 
stocks still offer attractive yields. If and when the 
public is reassured that taxes are at a maximum level, 
prices seem likely to advance further because of the 
investment demand for these stocks. The differential 
between high grade utility bonds yielding 214-3 per 
ent and the best common stocks returning 5 4 to 7 
per cent, is abnormally high. Following are some 
comments on the individual issues listed in the accom- 
panying table: 

Consolidated Gas of Baltimore is the top ranking 
issue, as indicated by the arrangement in our table, 
which is in the order of price-earnings ratios. The 
company has had a long record of sound operating 
and financial management, which accounts for its 
popularity with investors. The latest earnings re- 
port was somewhat disappointing, showing a decline 
of about 9 per cent in earnings for the common 
tock, due to increased taxes and expenses. The 
tock contrasts with Houston Light & Power, whose 
tarnings have been advancing very rapidly, while 
the stock sells about 6 points lower and pays the 
same dividend. 
SEPTEMBER 
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Cleveland Electric I]luminating, North American 
subsidiary with minority common stock traded on 
the Curb, is also well regarded by investors, but 
the margin of current earnings over the dividend 
is rather small. 

Detroit Edison has improved its market position 
recently despite very disappointing earnings due to 
heavy increase in taxes. A large block of stock is 
held by American Light & Traction, and might even- 
tually be offered to the public (unless distributed to 
preferred stockholders of that company). 

Southern California Edison is the only company in 
our list with current earnings below the dividend 
rate. This situation is probably temporary, as the 
company has a fine record. 

Duke Power is a southern hydro-electric property. 
The low yield is due to doubt regarding the exact 
dividend rate, which is usually increased by a year- 
end extra. 

Commonwealth Edison has been _ increasingly 
popular with investors in recent years because of 
the company’s sound financial management by a 
strong group which superseded the Insull interests. 
However, the stock may be handicapped to some 
extent marketwise by the large issue of convertible 
bonds. 

Boston Edison offers a surprisingly good yield 
considering the company’s (Please turn to page 650) 





Investment Status of Operating Utilities 
Price- 
Price Share Earn. Dividend Dividend 
About Earnings Ratio Rate Return 
Consol. Gas of 
ER ic cc GOR $4.10 16.3 $3.60 5.4% 
Cleveland Electric 

Ium.......... 34 216 15.7 2.00 5.9 
Detroit Edison..... 21 1.36 1535 1.20 5.7 
Southern Calif. 

Porsam......... 24 1.46 15.4 1.50 6.3 
Duke Power...... 75 5.08 14.8 3.00* 4.0 
Commonwealth 

Edison......... 27 1.83 14.7 1.40 5.2 
Boston Edison. 32 2.26 14.1 2.00 6.3 
Pennsylvania Water 

& Power....... 67 4.93 13.6 4.00 6.0 
Idaho Power...... 25 1.85 13.6 1.60** 6.4 
Pacific Gas & Elec- 

a 2.26 13.3 2.00 6.7 
San Diego Gas & 

Electric........ 1 .92 13.1 .80 6.7 
Philadelphia Elec- 

Ce 1.47 12.9 1.20 6.3 
Consolidated Edi- 

ee eee 1.91 12.1 1.60 7.0 
Central Edison Gas 

&Electric...... 9's 719 = =12.0 .68 3 
Houston Light & 

Power......... 61 5.86 10.6 3.60 5. 
Washington Gas 

Slane... cos: BS 2.45 9.4 1.50 6.5 
Peoples Gas Light 

Coke. ....... 6.46 9.0 4.00 6.9 
Public Service of 

Indiana........ 17 1.94 8.8 1.00 5.9 
IndianapolisP &L. 17 2.17 7.9 1.20 7.1 
Brooklyn Union 

<1 ae an 1.92 7.8 .50 3.3 
*Plus possible year-end extra. 
**Indicated dividend rate on split-up stock recently sold at 
public auction. 
#E stimated earnings for calendar year 1943 on an adjusted basis. 
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September Markets 


Some people put considerable 
faith—none too well founded—in 
seasonal market habits. For what 
it may be worth, on the back rec- 

ee - a ° 
ord the month of September is 
not so bullish. Over the past 46 
years September has shown a net 
decline in the averages consider- 
ably more often than a net ad- 
vance. To cite more recent his- 
tory, over the past twenty years 
the industrial average has gone 
down 12 times in September and 
advanced 8 times; while the rail 
average declined in 13 Septembers 
and advanced in 7. 

In contrast, July and August 
are—or ought to be—bull months 
by seasonal precedent. Over the 
46-year back record mid-summer 
advances have exceeded declines 
by a ratio of about 3 to 1. What 
happens in any month, however, 
depends partly upon the prevail- 
ing technical condition, as estab- 
lished by preceding advance or 
decline; and partly, often ma'nly, 
on undiscounted news develop- 
ments. Thus seasonally bullish 
July brought a sharp reaction, due 
to the impact of the fall of Mus- 
solini upon a market technically 
weakened by long prior advance. 
August, with a partial recovery 
from the reaction, barely lived up 
to seasonal pattern, with a net 
rise of 67 cents in the industrial 
average and 4 cents in the rail 
average. Technically, this Sep- 
tember has the advantage pro- 
vided by July reaction and August 
stalemate while investors were ad- 
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justing their thinking to possible 
short war. But a wary eye will 
have to be kept on coming impor- 
tant war developments and it re- 
mains to be seen whether the July 
low will prove impregnable in the 
weeks ahead. 


Steel Earnings 


Earnings of the steel industry 
for the first half of this year were 
about 8 per cent lower than for 
the first half of last year and 40 


per cent under the first half of the 
fairly active peace year 1939, 
when volume was considerably 
smaller than now. Maybe this js 
partly responsible for the none 
too bullish market action of most 
steels, though doubt as to post. 
war profits on sharply expanded 
capacity is also influential. If the 
“prince and pauper”’ steel indus- 
try can not earn good money at 
100 per cent of capacity, when 
can it ? The answer is that efficient 
producers could earn quite satis. 
factory profits on smaller volume 
than now—as they did in 1936 
and 1937—if and when taxes are 
reduced after the war. Then, too, 
a goodly amount of true earning 
power is being “hidden’’ by the 
setting aside of large reserves. 
lor some steels, the liquid finan- 
cial position was never stronger. 
United States Steel, for instance, 
can not be so hard up when it can 
buy at one time—as it is doing— 
$100,000,000 worth of bonds in 
the Third War Loan campaign! 


Railroad Maintenance 


The recent series of major rail- 
road wrecks indicates quite plain- 
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Ordinary market scales “go to war" — converted by West- 
inghouse Electric into precision laboratory instruments for 
testing circuit-breaker springs. 


THE MAGAZINE OF WALL STREET 





ward 
the Ic 


SEPT 





of the 
1937, 
lerably 
this is 
> none 
f most 
) post- 
sanded 
If the 
indus- 
ney at 
- when 
ficient 
> satis- 
volume 
1 1936 
xes are 
mn, tod, 
-arning 
by the 
serves, 
| finan- 
ronger. 
stance, 
1 it can 
oing— 
onds in 
1paign! 


or rail- 
> plain- 








STREETPEPTEMBER 18, 1943 


that rolling stock, long worked 
wder high pressure, has been 
yshed beyond the danger point. 
The war effort’s wear and tear 
om both rolling stock and way 
must be terrific; and huge sums 
vill have to be spent after the 
yar on both equipment and main- 
nance of way. Even if the war 
ads fairly soon, the railroads 
will emerge in the best financial 
position in many years and thus 
te able to finance much capital 
avestment. The opportunity to 
improve service and lower oper- 
iting cost by putting into service 
the most modern rolling stock 
wailable, especially light weight 
ars, is enormous. With locomo- 
ive builders tapering off rapidly 
om tank production, the prospect 
s for output of some 4,000 loco- 
notives in 1944—the largest total 
in many years. Yet the market 
ition of rail equipment stocks is 
iar from enthusiastic, and can not 
be prudently ignored. At the re- 
ent reaction low, the group had 
ancelled over 42 per cent of its 
previous total rise; and rallying 
tendencies to date have been some- 
vhat on the modest side. 






























Aircraft Stocks 


The aircraft manufacturing 
tocks were showing slight and 
tentative indications of ‘doing 
better” until set back by news of 
the surrender of Italy; and even 
om that they showed fair re- 
stance. A good rally from an 
wer-sold position is a possibility, 
ince this group has been dis- 
jounting peace for a great many 
months. Having warned against 
lircrafts a long time ago, our 
present feeling is that it may be 
hte in the day for holders to take 
big losses but that there is an 
equal chance that it may be pre- 
mature for new buyers to step in. 
The decline in the aircrafts, which 
’8a group gave up (at the recent 
lbw) about 70 per cent of the en- 
tire previous rise, looks more like 
2 bear market than a reaction. 
Whether or not there are rallies 
thead, in the technical pattern to 
late there is no substantial evi- 


‘Hence that the underlying down- 


ward trend has terminated. At 
the low of the general market in 














Gains and Declines in Profit Reports 


Earned PerShare Recent Range 
Period 1943 1942 Price 1943 
Atlas Plywood..................... Yr June 30 $3.41 $4.16 213; 23°34 1534 
Greyhound Corp.................... 6mos. June.30 1.74 1,03 18 21 14% 
Weston Elec. Inst................... 6mos. June 30 1.84 2.23 3516 40 31 
Am. Gas & Elec..................... 12mos. July 31 2.26 32 26% 296 1914 
MII 5 oo 5 os occ nessncecses Yr. June 30 7.38 5.67 45 45% 34 
BENUI  ou o's snk oonaseseee 6 mos. July 31 3.14 1.88 3434 36% 23% 
I. oo ok oe cdesweacasesee Yr. June 30 3.04 3.61 44 45 3514 
Parker Rust Proof.................... 9mos. June 30 1.51 1.16 1714 1916 16 
Westinghouse Elec Yr. June 30 6.27 5.70 918 100 81 
El Paso Nat. Gas 12 mos. July 31 3.50 3.14 st. 3116 2314 
"(rer 6 mos. June 30 38 -28 956 12 hk 
Vanadium Corp............. 6 mos. June 30 .88 37 1945 254 15% 
fi “ae ecient 6 mos. July 31 1.72 1.07 3415 38 2254 
on SOS ee 6 mos. June 30 1.91 91 15%4 1756 1234 
Inter. Dept. Stores................... 6 mos. July 31 1.10 -82 154 16% 94 
Crown Zellerbach................-.. 3 mos. July 31 52 50 15% 164 11} 
Bohn Aluminum..................... 6mos. June 30 3.09 2.28 491, 56's 41k 
Myers & Bro.. .. 9 mos. July 31 1.92 2.20 43 44 3445 
Whek Chemiead..... 0c ccc ccc cees Yr. June 30 3.35 3.25 43 44 40% 
asthe wksd oo kG eeaw salem 9 mos. July 31 6.79 3.04 30 35% 16 











late April 1942, the ratio of the 
composite price of the aircraft 
group to the Dow industrial aver- 
age was about 29. At no time 
thereafter did it go higher and 
the main trend was steadily down- 
ward—until now it is around 21. 
Perhaps a time will come when 
the group will do better than the 
market, but the unimpressive back 
record has been so long and per- 
sistent that we feel (right or 
wrong) quite leery about trying 
to forecast when important re- 
versal will come. 


Note on Inflation 


When the supply of money in- 
creases faster than the available 
supply of goods and services, that 
is inflationary. But price inflation 
to date has remained within quite 
moderate bounds mainly because 
people with increased income are 
saving a much larger portion of 
the increase than they are spend- 
ing. The prospect for the next 
several months—and this may be 
to some extent a stock market fac- 
tor—is for lessened, rather than 
increased, inflationary pressures. 
According to official estimate, the 
Government will spend about $35 
billions over the period Septem- 
ber-December, but borrow only 
$3 billion from commercial banks. 
That $3 billion is “inflation” 
money—but against it $32 billion 
will be taken out of the hands 
of individuals and corporations 
through tax payments and pur- 
chase of war bonds. Moreover, 
the supply of consumer goods, 
while far from easy, is nowhere 
near the extreme depletion level 


that would be required to force a 
sharp price rise. It is no accident 
that Wall Street analysts, what- 
ever their market opinions, are 
doing much less talking about in- 
flation as a reason for buying 
stocks than they were doing 
throughout the spring and early 
summer when the market, and es- 
pecially low-price stocks, was in 
a merry and seemingly unlimited 
upward dance. 


Brokers’ Loans 


On August 31, money borrowed 
by members of the New York 
Stock Exchange to finance security 
operations other than Govern- 
ment bonds amounted to $436,- 
185,000, a moderate decline from 
July 31 total of $490,829,000. 
Against the margin position of 
$436,185,000, the market value 
of all listed shares as of August 
31 was $47,710,472,000. Thus, 
brokers’ loans on non-Govern- 
ment collateral amounted to 0.91 
per cent of market value of listed 
shares. Whatever else may be the 
matter with the market, a vulner- 
able margin position does not 
figure in the picture. 


Further Construction Cut 


Total volume of building has 
already been reduced about 50 
per cent from last year’s record 
high and is running around an an- 
nual rate of $6 billions. On top 
of this, WPB now hints that it 
is contemplating a further forced 
reduction to perhaps a $3 billion 
annual rate in an effort to release 


(Please turn to page 653) 
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AMERICAN TOBACCO — GOODYEAR TIRE — COMMERCIAL 
CREDIT — NATIONAL DAIRY PRODUCTS 


By THE MAGAZINE 


American Tobacco 


The consensus of analytical opinion on the ciga- 
rette stocks for some time has been that it would 
be difficult for continuing rise in sales to offset higher 
costs—especially of the leaf tobacco used—sufficient- 
ly to maintain profits at the 1942 level. For this 
reason there has been pressure on OPA to permit a 
rise in cigarette prices. The chances are dubious, 
although a modest rise has been authorized on cer- 
tain cheap brands: the former 10-cent cigarettes. 
This is no help to the leading companies, including 
American Tobacco. However, this company has 
just issued a rather favorable earnings report for 
the twelve months ended June 30. That is a new 
departure, since American Tobacco, and its chief 
competitors, formerly reported only for the calendar 
years. It earned $4.43 for the period. This com- 
pared with $4.28 for the year ended Dec. 31. 

Over the 5-year pre-war period 1935-1939, the 
earnings averaged $4.70 a share. When the huge 
tax bill and increased costs are considered, the show- 
ing is quite good, thanks mainly to sales far above 
the pre-war average. 

Dividends this year will at least equal the $3.25 
paid in 1942, on which basis the yield on the Class 
B common at present price of 60 is about 5.4 per 
cent. Dividends were $5 per share for each of the 
years 1933-1940. High this year was 6534, low 
43%. As a leading “peace” stock, the issue “acts 
well.”” In each of the years 1935-1937, the stock 
got as high as 100 or slightly above it. The tops of 
1938-1940 were in the approximate range 89-91. 
While new buyers may be able to get the stock in 
reactionary periods to better advantage than is cur- 
rently offered, we would advise investment holders 
to sit tight. 


Goodyear Tire 


In common with stocks of other leading rubber 
manufacturers, Goodyear Tire has proved, in the 
reactionary market phase since the fall of Musso- 
lini, to be one of the most reaction-resistant equities 
on the Big Board. Price of 39% at this writing com- 
pares with year’s high of 417% and with 1943 low 


of 25%. In 1942, when the bear market was in full 
swing, it fell as low as 10%. In quite a few pre-war 
years it often sold under 15. And its top in the 1937 
bull market—when the Dow industrial average was 
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56 points above the present level—was only 475 
or just 754 points above present price. On the his. 
torical record, Goodyear around 40 is not cheap— 
but what the market long has been “‘saying’’ is that 
the future for the rubber companies is much more 
propitious than was the past. 

The rubber manufacturers will have a large accu- 
mulated demand for civilian tires to be filled after 
the war; no important reconversion problem; and 
replacement demand will tide them over the period 
while the motor industry is preparing for new car 
production. Whether future tires will be made of 
synthetic rubber or natural rubber or both—depenéd- 
ing largely upon price of crude and Federal policy 
with respect to our new synthetic rubber plants— 
price of the material to the fabricators should cer- 
tainly be less subject to speculative gyrations than 
in the past. Goodyear’s 1943 earnings, judging by 
half-year result, should be well in excess of $5 a 
share. Dividend this year will probably be at least 
$1.75 but will hardly exceed $2.25. The yield, for 
a speculative equity, is not particularly attractive. 
Since it is so far advanced in its own bull market, 
we think enthusiasm for Goodyear should be tinged 
with marked caution so far as new purchases are 
concerned. But the technical action suggests reason- 
able possibility of still higher prices eventually, to 
that extent giving present holders no little induce: 
ment to “stay put.” 


Commercial Credit Co. 


The company’s business, hard hit by the virtual 
disappearance of automobile financing and the sharp 
decline of other receivables as a result of war-time 
restrictions on the manufacture of consumers’ dura: 
ble goods, has lately improved somewhat, aided by 
profits from manufacturing subsidiaries which it ac 
quired in 1942 and earlier. Moreover, income was 
bolstered by expanded surety operations so that net 
for the first half year came to $1. 64 per sharey 
against $1.76 last year, an encouraging showing, 
everything considered. As to profits from manufac 
turing operations, it must be borne in mind, hovw- 
ever, that they are subject to renegotiation; hence the 
first half figure may have to be revised. Still and 
all, the company has made the best of an otherwise 
unpromising situation. The surety business it acy 
quired in past years has turned out to be an excellen 
investment. Last August, (Continued on page 656 
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The post-war potential of plastics has lately received another 
boost. A new process has been announced by which plastics, and also 




































y 47% glass or any other non-conductor, can be perfectly plated with any of 

he Bi the conventional plating metals. By this process, the plating goes on 

> th the plastics as permanently as the best in any plated metal. Convex and 
S a 


concave surfaces, convolutions, corners and recesses are as thoroughly 





h mote cladded as are flat or simple round surfaces. The metal plating does 
° acl not crack, chip or peel off in long and severe service. Significance of 
d afen this development is that it should materially increase the already wide 
mn: and range of uses for plastics for many purposes heretofore reserved for 
period metals. 
ade Many who have been scanning post-war prospects for the gasoline 
Jepend: and car servicing business have become convinced that the war will revo- 
| policy lutionize this field, bringing forth many new super-service stations 
lants— offering a wide variety of products and a lot of new specialized opera- 
ld cer- tions designed to keep millions of old cars going. In the meantime, how- 
1s than ever, some authorities see more than half of the existing gasoline 
zing by stations being closed before the war is over. The new super-stations 
f $5 a envisaged after the war are believed to approach the idea of chain mer- 
at least chandising of related products and services, catering to every conceiv- 
eld, for able need of the motoring public. In other words, the trend is believed 
4ractive to be towards so-called one-stop stations, bringing greater stability to 
nal this field because of their diversified income. 
ses are Apprehension on the part of many war contractors that getting 
reason- out of war production may be a lot harder than getting in should dimin- 
ally, to ish as more contractors experience contract termination. Certainly, 
induce: contract termination regulations now in effect and those under consider- 
ation should assure businessmen that the Government intends that no con- 
tractor shall have his contract cancelled in a manner which will be 
ruinous. The new regulations reflect a spirit of trust in business and 
virtual it is predicted that if administration of these regulations is carried 
e sharp out efficiently, an era of cooperation between business and Government 
ar-time will begin. A recent statement by the Army setting forth succinctly its 
Fe policies in that respect have greatly lifted hopes for smooth working of 
a termination procedure. 
me was Steel circles hesitate to take seriously recent Washington talk 
hat net that ordinary civilian articles in any sizable amount may soon be in 
; share production again. They point to the four million ton over-demand for 
lowing steel in the fourth quarter of this year, the present and worsening man- 
a power shortage and the almost emergency pressure for steel by the rail- 
aoa roads, oil producers and farm implement makers. Talk about revival of 
till and production in some civilian lines, shut off last year, has cropped up 
herwi time and again but each time was found to have no basis in fact. To the 


5 it ac contrary, essential items have often been thrown off schedules to make 
xcellent room for more urgent needs. For this and other reasons, not much stock 
je 656) is taken in the latest recurrence of such talk. 
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One company in five is planning to invade new fields after the 
war, according to a recent survey, while two out of ‘three plan new 
developments in related lines.*The poll covered 100 companies in 

22 major industries. There is little doubt that all kinds of strange 
“ventures will be undertaken in the post-war era and even today, ana- 
lysts are having a great time figuring out who will invade whose field. 
This trend towards diversification is due, no doubt, to the fact that 
many concerns were called upon during the war to make products totally 
unrelated to their normal business. It may very well be, also, that the 
pasture on the other side of the fence seems greener to many corporation 
officials. And it must be admitted that the post-war period will consti- 
tute an ideal time to diversify since many companies will be undergoing 
reorganization of their physical properties anyway. It will be interest- 
ing to, see how all these contemplated changes will work out. Chances are 
some will come to grief if for no other reason than overcrowding of some 
fields. But the consumer should benefit by this keen competition. More- 
over, industries which had been rather waterlogged prior to the war will 
be pepped up. Prices will be lowered and the benefit of modern tech- 
niques and materials will be passed along to the public. But it will 
take able management and strong resources to come out on top. 

If you are wondering why chances for higher gasoline rations are 
slim, the Petroleum Administration for War will tell you that nearly one 
out of every three gallons of gasoline produced in refineries east of 
the Rocky Mountains during the last half of 1943 is destined for ulti- 
mate consumption by the military. During 1944 average military consump- 
tion will come to 37.6% of output; in 1945 it is estimated to reach 
59.6%. By way of contrast, military consumption in 1942, in the area 
indicated, amounted to only 12.5% of production. 

Of great post-war importance to the automotive industry appears 
the development of improved transmissions for heavy military vehicles, 
making for much greater mobility. To replace the conventional mechanical 
system, electric and hydraulic drives have been in steady process of 
development and now appear to have reached a point where their practical 
application is assured. Considerable improvement in suspension is 
another development feature in this field. Details, of course, cannot be 
revealed but the changes no doubt will-be scrutinized carefully for 
their post-war implications by the reconversion-conscious automotive 
industry, notably the makers of heavy duty trucks. 

Pressure on the Government for increased priorities to enable 
manufacturing of greater amounts of oil drilling equipment are believed 
to be crowned with early success. Lack of sufficient priorities has held 
back new drilling for some time but an increase for the fourth quarter 
is said to be a definite prospect. 

Indicative of the huge Government stake in the light metal 
industries is the official announcement that July output of aluminum in 
Government-owned plants amounted to no less than 73.29 million pounds. 
For the same period, production in the plants of Aluminum Company of 
America and the Reynolds Metals Co., principal private producers, was 
77.60 million pounds, making the total for the month 150.89 million 
pounds. Magnesium output in Government-owned plants was 31.41 million 
pounds, almost ten times the July production of Dow Chemical Co. which 
amounted to 3.5 million pounds. Total production in Government-owned 
magnesium plants so far this year reached the huge total of 233 million 
pounds, a far cry indeed from the tiny production figures of only a few 
years ago. Aluminum output currently is running at five times pre-war. 
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Per capita business activity has remained 
itually stationary during the past fortnight, 
despite a sharp rise in electric power output 
2a new record high for this season of the 
car. This publication's monthly index rose to 
31.1 in August, compared with 129.8 in July 
ind 122.2 a year ago. Average for the third 
warter was 130.5, compared with 130.6 in’ the 
cond quarter and 121.9 for the third quarter 
#1942. Average for the first nine months was 
28.5, against 124.2 in the like period last year. 
Without compensation for population growth 
ut index of Business Activity rose in August to 
57.5% of the 1923-5 average—two points 
above July and 8.7% ahead of the like period 
ust year. Third quarter averaged 156.5—0.4 
teint lower than for the second quarter, but 
19% above last year. First nine months aver- 
ged 154.8, or 5.1% better than in the like 
riod of 1942. 





ra * * 


Income payments during July totaled $1 I,- 
%5 million—3% smaller than in June, but 
2°, above last year, compared with a seven- 
onths' increase of 27%. Nearly nine-tenths 
# the 31%, increase in wage and salary pay- 
ents thus far this year can be traced to manu- 
acturing, and to Government payrolls includ- 
g those of the armed forces. Cash divi- 
nds disbursed in the first eight months 
(Please turn to following page) 
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CONCLUSIONS 
MONEY AND CREDIT—Government 


expenditures for last four months of 
1943 estimated at $35 billion, of which 
only $3 billion will be obtained from 





the commercial banks. 






TRADE—July retail store sales 12% 
above last year in value, but only 


4.5% in volume. Heavy demand for 


non-ceiled luxury goods. 





INDUSTRY—WPB reports that many 
munitions production problems have 


now been licked and that peak output 


is not very far off. 








time harvests abroad. 
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BUSINESS ACTIVITY 






COMMODITIES—Surrender of Italy 
will not add greatly to U. S. food 
problems but rationing here will prob- 
ably continue until after first peace- 
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Latest Previous Pre- 
Whor Wher Year Pearl PRESENT POSITION AND OUTLOOK 
ss Date Meath Meath Ago _ Harbor 
PEDERAL WAR SPENDING (#f) $b Sept. | 1.65 1.65 1.15 0.43 
Cumulative from Mid-1940 Sept. 1 1245 1229 45.0 14.3 (Continued from page 641) 
ted to $2.05 billion, or 1% below last 
PEDERAL GROSS DEBT—Sb Sept. 1 144.1. 143.7 755.2 | YO" o 8 8 | No 
A 1% rise in the seasonally adjusted index of STE 
MONEY SUPPLY—$b retail store sales for July, compared with June,| # (sj 
Demand Deposits—101 Cities ....... Sept. | 135.7 35.1. ~=—-27.2~——«24.3._| ‘is construed by the Commerce Department as an | § Cu! 
Currency in Circulation .................--- Sept. | 18.6 18.3 13.3 10.7 indication that the withholding tax, which went 
into operation on July 1, has had little or no 
BANK DEBITS—13-Week Avge. Saul acss vara Go's 
ee ee Sept. | a a 2 ee See me 
100 Other Cities—$b................... Sept. | 6.85 6.83 CO LN OEE eae a Cc 
centage increase in the tax rate, on an annual ee 
basis, was scarcely sufficient to cause an abrupt 
Salaries & Wages (cd) .................. July 8.41 8.40 6.69 5.56 * iE Ga: 
ae A ber aeg er ag a) amet rod en 4 He oa Analysis of the July retail sales discloses that Fue 
‘arm Marketing Income (ag) -..-... uly - . : : ; 
i Includ'g Govt. Payments (ag) ~.. July 1.58 1.41 1.25 1.28 the largest parnanage arena wiatsid last year, 
here as in other countries, has been in luxury and 
other non-ceiled lines. Thus, while total sales 
CIVILIAN EMPLOYMENT (cb) m July 54.3 53.4 54.0 50.2 rose 12% in value and 4.5% in volume, sales by 
Agricultural Employment -....___. July 12.1 11.9 1.7 9.0 jewelry stores were up 38% in dollar totals. Mar 
Employees, Manufacturing July 16.1 16.1 14.6 13.6 While sales of nondurable goods during July Md: 
Employees, Government .............. July 5.9 5.9 5.2 45 x 3 re) 
UNEMPLOYMENT (eb) m July 1.2 12 28 3.9 were valued at 15% more than a year earlier, re 
: sales of durable goods were off 5.5%. 
- GENE 
* * * 
Bitu 
| gree baeunanemaed ima) = = nod “ = Department store sales in the four weeks Lum 
urable 
en Duskls Goods July 122121 121 120: | ended Aug. 28 were only 6% above last year, cn 
FACTORY PAYROLLS (Ib4) June 318 314 235 189 compared with a cumulative increase of 14% for Port 
the year to date. Sales by wholesalers in July, (t 
FACTORY HOURS & WAGES (Ib) reflecting the growing scarcity of merchandise, Ss 
were about on a level with last year against a 
Weekly Hours June 45.2 45.3 429 40.3 ths’ gain of 5%. C see ccall Dept., 
Hourly Wage (cents) ................-.- June 95.9 95.4 84.5 78.1 ree eee eT ae) Sree en Se oe data. 
Weekly Wage ($) June 43.35 43.22 30.25 32.79 | year with last year, clothing sales were up 35%, | Breau, | 
while shoes were down 7%; dairy and poultry _ 
products jumped 35%, with meats off 20%; "0. ¢ 
PRICES—Wholesale (Ib2) Avg «ES AR SARS | smal canalin wees up 19%, Wie sleet 
Retail (cdlb) July 133.9 134.7 125.7 116.1 cal goods were down 25%; drugs were up 14% | §—— 
and surgical supplies 19%; tobacco products rose | §No. of 
COST OF LIVING (Ib3) July 123.8 124.8 «117.0 110.2. | 12%, beer 14% and liquor 18%. isues ( 
Food July 139.0 141.9 124.6 113. * 2 8 Ms CC 
Clothing July 128.6 127.9 125.3 113.8 The munitions 1 
production index rose 20/83 4., 
Rent oy aad 108.0 108.0 107.8 points from June to July, reaching a new high yea 
at 593% of the November, 1941, level. The | #5 Air 
RETAIL TRADE WPB reports that many production problems | #5 Ami 
Retail Store Sales (cd) $b .......... July 4.95 5.19 443 4.57 | have now been licked and that peak output is | §!2 Aut 
Durable Goods _..........-...--.------ July 0.77 0.83 0.81 1.07 | not fer off. 3 Aut 
Non-Durable sag Seca tel ae ped 4.18 4.36 3.62 3.47 * * 3 Baki 
Chain Store Sales (ca) ...................- uly 181 178 177 151 : {a3 Busi 
Seok, Ses Se ts 11) duly 148 129 121 116 Secretary Morgenthau estimates that gov: 2 Bus 
Dept. Store Stocks (rb2) —.............. July 110 98 142 95 ernment expenditures will total $35 billion for 5 Che 
the last four months of 1943 of which $14 billion | fi3 Cop, 
,| Third War Loan Drive, $3 billion from sales of | {8 Cop 
; a 182 Dai 
| | anopnerunans: ee 
New Orders (cd2)—Total .............. June 307 267 314 212 : 5 Druc 
Durable Goods _.................. June 487 389 545 265 eis 2 Fina 
Non-Durable JOS eee eee ena June 191 189 166 178 Comparing the post-war decade with the ten- | 6 Fooc 
—- — seoceeseeteenenes oe = tad a po year period preceding the present war, the F.|§2 Fooc 
preble “Goods: 5.2 une : pss 4F 
| one ge Fee eae y weed 188 177 160 155 Ww. Dodge Corp. predicts a 30% rise in new Mee 
Inventories, end Month (cd3) nine 173 176 173 153 | industrial plant construction and a 200%, in- it 
Dansble Goods — June 211 213 193 170 | crease in housing. Meanwhile it is reported that | #—___ 
Non-Durable Goods ...............-. June 140 143 155 137 | the OPA has under consideration a plan to 
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Latest Previous Pre- 
Wk.or Wh.or Year Pearl PRESENT POSITION AND OUTLOOK 
| Date Month Month Ago Harbor 
oK 
_____ BUSINESS ACTIVITY—iI—pc Aug. 28 131.3 131.3 122.5 118.2 release shortly from price regulation all con- 
J (M. We Si) t—anp a... --nneeennee-- Aug. 28 158.0 157.8 145.7 139.5 struction activities except those for residential 
 —77 63) ; 2 " 167 and farm purposes. Both exceptions are related 
wit |wgusguianrnopuerion cosy] yy aos zope | Shay cn tg 
| Non-Durable Goods, Mfr. ...........-- July 147 147 138 141 “en Ja 
dex of | Average prices received by farmers on 
eo — PRODUCTION die 7.38 7.03 7.14 6.96 Aug. 15 stood at the highest level since Septem- 
+ as an | Cumulative from Jan. | ...............- July 51.24 43.87 49.68 75.69 | ber, 1920. During the past twelve months the 
aed index of prices received has advanced 30 points, 
— ELEC. POWER OUTPUT whereas prices paid rose only 16 points. 
This is (K. W. H.)m Aug. 28 4,322 4,265 3,640 3,369 peers 
in the | BENGINEERING CONSTRUCTION Profits reported for the first half by 460 cor- 
1e per. AWARDS (en) $m ae. : a wine aan byl porations listed on the N. Y. S. E. were 17.7% 
annual Cumulative from Jan. | ............... = ~ i ; ‘ é above the like period last year. Amusement 
abrupt PETROLEUM—bbis. m profits were up 49%, rails 41%, automotive 29%, 
Crude Output Daily 0... Aug. 28 4.20 4.22 3.96 4.11 | petroleum 20%, food 14%, chemicals 12%, fi- 
Gasoline Stocks Aug. 28 72.53 72.82 79.71 87.84 | nance 11% and electrical equipment 10%. 
es that Fuel Oil Stocks Aug. 28 67.25 66.72 78.27 94.13 
t year, Heating Oil! Stocks: ................... Aug. 28 37.93 37.46 42.62 54.85 = ses 
ry and Class | railroads had an estimated net in- 
. soles CARLOADINGS—+ re = = = 7 come of $83.3 million in July—$6.3 million under 
ales by sy po 28 179 176 168 150 the like month of 1942. This was the second 
Sotele: Manufecturing & Miscellaneous __. Aug. 28 398 390 419 379 consecutive month to show a decline. Most 
g July ESS (Ce ee ea Aug. 28 102 101 91 156 | roads will earn less in the second half than last 
endian Ore Aug. 28 90 89 89 36 | year. Suspension of freight rate increases on 
May I5 has tended to hold down gross, there 
GENERAL will be no large tax credit carryovers this year, 
— Ee tae ee cies ye a Ping Pg “— = while reserves for heavier taxes and for possible 
ian Paperboard, New Orders (st) ¢ Aug. 28 119 107 98 132 | wage increases are also dampers on profits. 
Z : Cigarette Production—b ..__............ July 22.88 20.89 20.88 17.14 Moreover, earnings last year were best in the 
%_ for Portland Cement Shipments second half. 
n July, (bbls.) m June 12.70 12.08 18.25 13.72 
andise, ag—Agriculture Dep't. b—Billions. ca—Chain Store Age, 1929-31—100. cb—Census Bureau. cd—Commerce Dep't. cd—Commerce 
ainst 8 | Bent, Jan., 1939—100. cd3—Commerce Dep't., 1939—I100. cd Ib—Commerce Dep't. Index (1935-9—100) using Labor Bureau & other 
uly this | Bdata. db—Dun & Bradstreet's. en—Engineering News-Record. |—Seasonally Adjusted Index. 1923-5—100. Ib.—Labor Bureau. |b2—Labor Bu- 
> 35%, | Breau, 1926—100. Ib3—Labor Bureau, 1935-9—I100. Ib4—Labor Bureau, 19397—100. m—Millions. np—Without compensation for population 
poultry growth. pc—Per capita basis. rb—Federal Reserve Board. rb2—End of Mo., Federal Reserve Board, seasonally adjusted index, 1923-5— 
20%; 100. rb3—Federal Reserve Board, seasonally adjusted index, 1935-9—100. st—Short tons. t—Thousands. tf—Treasury & R. F. C. 
or 
electri- THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
49 
Ati: No. of 1943 Indexes (Nov. 14, 1943, Cl—100) High Low Sept.4 Sept. 11 
sues (1925 Close—100) High Low Sept.4 Sept. II 100 HIGH PRICED STOCKS... 68.01 52.87 63.82 64.22 
173 COMBINED AVERAGE... ... 89.9 54.5 81.0 81.8 100 LOW PRICED STOCKS... 88.00 43.61 76.32 77.32 
se 20 3 Agricultural Implements.......... 156.5 105.2 141.9 142.4 3 Liquor (1932 Cl.—100)........ 297.1 197.1 = 277.2 274.5 
w high | 89 Aircraft (1927 Cl.—100)..... 179.2 131.8 141.0 134.3 Go Machinery 2, 111.6 82.6 102.6 103.9 
. The |5 Air Lines (1934 Cl—100)...... 560.3 363.1 500.6 510.3 AN 89.4 61.8 88.6 89.4C 
oblems | 5 Amusement _....--..------oe-------- 78.4 40.2 69.7 71.8 3 Meat Packing............... 58.8 34.9 57.5 58.8C 
tput is §'2 Automobile Accessories.......... 142.1 83.0 119.8 120.5 10 Metals, non-Ferrous............ 155.7 106.8 130.3 130.1 
3 Automobiles .........-..-------- 21.0 9.7 18.1 17.6 et RO NNO RS Ss 13.5 9.0 12.0 12.2 
3 Baking (1926 Cl—100)........ 15.0 8.5 13.1 12.9 2B Peteoreuriy 141.4 86.9 126.9 126.8 
3 Business Machines........... eee 197.1 129.4 175.4 176.0 18 Public Utilities. 58.1 23.2 50.0 52.3 
_ 9°¥" |B > Bus Lines (1926 Cl.—100)... 96.6 549 829 832 3 Radio (1927 Cl.—100).... 26.1 121 220 22.7 
la: |. ==" eee 194.7 153.5 181.0 182.0 7 Railroad Equipment................ 57.4 32.1 47.9 47.6 
billion 13 Construction Pair ea Ne ee 38.9 23.3 33.2 34.1 17 Railroads wodtoakcaauietehaewkbasabanadecus 18.6 9.8 15.0 14.7 
by the 5 Containers  .........------.------------ 240. 177.1 214.3 222.3 2 Shipbuilding aca penisoead tenis cate 106.1 71.1 75.6 7l.1d 
ales of |§ 8 Copper & Brass........................ 82 63.6 69.2 67.9 S Sore Drinteee es 337.1 197.8 304.8 311.1 
on ObsilMe ality Products ..........-....-..:.-. 40 29.7 39.7 39.3 2 Sieak Gr fron 22: 79.3 57.6 69.9 69.3 
6 Department Stores —.............. 306 15.4 29.2 30.6F fo ke (CE OT" I A OOD Re 47.2 32.2 40.5 40.8 
5 Drugs & Toilet Articles........ 89.6 50.9 79.8 81.3 2 SUpOU ee on uae xietes 196.2 176.3 179.5 176.3a 
2 Finance Companies................ 237.3 152.6 226.3 222.2 3 Telephone & Telegraph... 111.5 67.0 102.7 106.4 
he ten- {86 Food Brands................... 131.9 85.5 124.2 124.9 Eu See ee 56.7 33.7 50.9 50.9 
the F. |me Food Stores.............................. 47.8 37.7 45.1 46.2 3 Tires & Rubber..................... Yo 9 | 16.5 26.7 27.5 
7 new OUR ee ee 61.6 35.0 56.2 61.6D OG VGRGGCeR he os 67.7 52.2 63.0 63.5 
0%, ine 3 Gold Mining............-2-.--..... 984.3 610.3 936.9 984.3D 2 Variety Stores: .................. 233.8 182.4 219.4 229.8 
ds the 6 Investment Lit 1 See eee 3701 22.7 34.3 34.2 20 Unclassified (1942 Cl.—100) 190.0 100.0 163.4 166.6 
lan to New HIGHS since: C—1940; D—1939; F—1937. New LOWS since: a—1942; d—1939. 
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Commodity prices advanced on crop damage reports dur- 
ing the first half of the past fortnight, turned somewhat 
reactioncry in the second week; but retained part of the 
earlier gains. Cash oats since our last issue rose to a 23- 
year peak. Though meat for civilian use is still scarce, move- 
ment of livestock to market is so heavy that warehouse stocks 
ot packers’ products, particularly lard, are so much larger 
than last year that concern is being voiced over the storage 
situation. Italy's surrender will mean dipping into Allied 
stores of meat, wheat and eggs; but normally she is among 
the more nearly self-supporting in foodstuffs among Europe's 


largely to the necessity of shipping food to German 
her troops in North Africa and the Balkans, whi 
Italian farmers were caching food out of the reach of city 
Nevertheless, food rationing will probably co 
tinue in the U. S. for sometime after the war until after the 
first peacetime harvests abroad. Meanwhile the Gover 
ment plans to encourage larger production by supporting 
farm prices at levels high enough to cover the added risk 
and hazards. In some instances, as recently in the case of 
dry edible beans, this may call for support prices highe 
than ceilings, leaving the Government as the sole buyer 


dwellers. 
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Spot Market Prices—August, 1939, equals 100 + 
Date 2 Wk. Mo. 3 Mo. 6 Mo. | Yr.Dec. 6 Date 2 Wk. Mo. 3 Mo. 6Mo. | Yr.Dee. s con 
| Sept. 4 Ago Ago Ago Ago Ago 194! Sept. 4 Ago Ago. Ago Ago Ago 1%I h 
28 Basic Commodities........ 178.0 177.2 176.9 176.4 176.6 167.4 156.9 7 Domestic Agricultural. 215.6 212.9 210.6 208.6 208.8 182.7 163: n the 
11 Import Commodities... 167.6 167.1 167.7 167.3 166.7 162.4 157.5 12 Foodstuffs —............... 203.6 202.3 200.5 201.2 202.7 186.8 169.8939, 
17D stic C dities 185.0 184.0 183.1 182.6 183.4 170.8 1566 16 Raw Industrials _...... 160.7 160.2 160.8 159.7 159.2 154.1 148: ompa 
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15 Commodities, December 31, 1931, equal 100 
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1943 1942 1941 1940 1939 1938 1937 (943.1942 941, 1940 1939 1938 1937hing 
High ~ 93.66 88.88 84.60 64.07 64.67 54.95 82.44 EE: 249.8 239.9 219.9 171.8 172.3 152.9 2208. 
AE icpcnnnusuca 88.45 83.61 55.45 48.74 46.50 45.03 52.03 ARES. 240.2 220.0 171.6 149.3 138.4 130.1 140° 
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e Personal Service Department of THE MAGAZINE oF WALL STREET will 
swer by mail or telegram, a reasonable number of inquiries on any listed 
urities in which you may be interested or on the standing and reliability of 
ur broker. This service in conjunction with your subscription should represent 
usands of dollars in value to you. It is subject only to the following conditions: 


Give all necessary facts, but be brief. 













Government orders for ships 
will hold operations at capacity 
for the duration of the war. This 
leading American shipbuilder is in 
an excellent position to benefit, but 
contract renegotiation and excess 
profit taxes will prevent earnings 
improvement commensurate with 
the expansion of its operations. In 
our opinion, the possibility of this 
stock rising considerably in market 
price is dificult to see. We, there- 
fore, counsel liquidation of this 
stock on any improvement in price 


1/20 
Confine your requests to three listed securities. 
15 No inquiry will be answered which does not enclose stamped, self-addressed 
envelope. 
10 If not now a paid subscriber use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 
aid ial rates upon request for those requiring additional service. 
00 
New York Shipbuilding 
95 
ds a subscriber to your magazine will 
wu kindly advise by letter if in your 
90 jinion it be worthwhile to hold shares 
tthe New York Shipbuilding Company 
85 which I have a loss. Do you think 
ere is a possibility of its rising consid- 
mably over its present price?—W. A. B., 
lashington, Pa. 
New York Shipbuilding com- 
non stock earned $6.09 in 1942 
eee compared with $6.15 in 1941. 
“< aq? the pre-war years of 1936 to 
86.8 1698939, inclusive, the highest this 
54.1 148. 








ympany earned was $1.61 per 
are and the lowest was a deficit 
f$2.99. It paid $3.00 in divi- 
ends in 1942 and thus far this 
tar has paid $1.50. Dividends 
ave been paid continuously for 
he past three years. The com- 
ion stock is selling for only ap- 
roximately three times its 1942 
tr share earnings, a very low 
Bice to earnings ratio which ap- 
mars to attest to the fear of in- 
tstors that a drastic decline in 
erations is likely after the ter- 
ination of hostilities. Further- 
lore, the large income yield of 
bout 16% based on current mar- 
et price and the $3.00 dividend 
ate in 1942, shows there is some- 
38 193%hing radically wrong in this pic- 
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as it is strictly a war time equity. 
We would reinvest funds in some 
recommended security appearing 
in The Magazine of Wall Street, 
which has better peace-time pros- 
pects. 


United Drug 


I am interested in United Drug. Why 
is there so much activity in it, what it 
means to their stockholders when they 
plan to pay off a $30,000,000 debt by bor- 
rowing, or selling more stock? In short 
as complete a story as you can give me 
with advice on whether to sell or hold it. 

My husband had a Rexall store for 30 
years and was so sold on Rexall prod- 
ucts that he bought the stock as an in- 
vestment, effectively burying his money 
for so long that now it’s a strong temp- 
tation to get rid of it but I don’t want 
anything else in its place, only to cash in 
at the best profit—-C. T. C. Green- 
ville, Miss. 





eeenial 






United Drug Company engages 
ir the production, wholesaling and 
retailing of proprietary drugs, 
confectioneries and miscellaneous 


products sold in drug stores. 
About 70% of total sales are at 
retail through over 580 company 
owned Liggett Rexall stores scat- 
tered throughout the United 
States and Canada. Among the 
branded products sold are Rexall 
and Puretest proprietary goods. 
The company earned $1.70 in 
1942 as compared with $1.87 in 
1941. The company called for 
redemption on September Ist, its 
$30,000,000 5% debentures, the 
refunding of which is provided for 
by the issuance of $20,000,000 
34%4% debentures and 100,000 
shares of $4.75 preferred stock. 
The company’s semi-annual report 
recently released showed 37 cents 
per share of common as compared 
with 69 cents for the same period 
of 1942. Figures for 1943 were 
after provision for Federal taxes 
amounting to $2.70 per share. As 
a result of this new financing, fixed 
charges ahead of the common will 
be reduced $300,000 annually be- 
fore “the purchase fund” pro- 
vision of the new preferred stock. 
The operations of this company 
have been much more satisfactory 
since the new management went 
into power. The common stock 
has been actively traded in and ap- 
parently has been absorbed by in- 
vestors, both in small and large 
portfolios, reflecting confidence in 
the ability of the management to 
continue to do a good business 
during the war, with brighter 
prospects in the post-war period. 
The stock has received no divi- 
dends to date and has moved up 
from a low of 75% this year to a 
high of 143, last around 121. 
{This stock has some appeal as 
|? low priced speculation and 
(Please turn to page 652) 
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Gold and Stabilization 
of World Currencies 





(Continued from page 617) 


available labor force. The Brit- 
ish fear that if the currencies are 
stabilized first, the attempts to 
maintain them would lead to in- 
ternal deflation and eventually to 
unemployment, as it happened 
after 1925. 

Then there is a group of impor- 
tant countries that may be either 
unable or unwilling to join: Ger- 
many, Japan and above all, Soviet 
Russia and China. The problems 
connected with the post-war re- 
building of China and Russia are 
so vast and so involved that their 
Governments will unquestionably 
insist on continuing on the man- 
aged currency basis and probably 
also with bilateral trade arrange- 
ments. In both countries, govern- 
ments are likely to aim to increase 
the internal purchasing power of 
the currency, and it is unlikely that 
for this reason they will tie their 
hands by entering an international 
currency agreement. 

While moving closer in the di- 
rection of the gold standard, the 
revised American currency stabili- 
zation plan, nevertheless, antici- 
pated the seriousness of post-war 
problems by liberalizing the pro- 
visions governing the revaluation 
of exchange rates in terms of the 
Unitas or gold. The first draft 
allowed changes in currency rates 
only if a fundamental disequili- 
brium took place in the country’s 
international payments. The ap- 
proval of four-fifths of the mem- 
ber votes was then required for 
action. 

In the latest draft changes in 
the exchange value of a currency 
require the approval of only three- 
fourths of the member votes in- 
cluding the representative of the 
country concerned. Initial ex- 
change rates are to be those that 
prevailed on July 1, 1943. The 
countries now occupied by the 
enemy are exempted from this 
provision; in their case the defin- 
ite exchange rate is to be fixed 
three months after their libera- 
tion. There is also a general pro- 
vision allowing, in view of the dis- 
turbed post-war conditions, any 
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country to alter its exchange rate 
up to a maximum of I0 per cent 
during the first three years of the 
Fund’s operation, provided, of 
course, that a consent of a major- 
ity of votes is obtained. 

According to the new draft of 
the American plan no single coun- 
try acting alone will have, there- 
fore, a veto power. This is be- 
cause three-fourths majority is 
now sufficient to carry a move, 
whereas no country can have more 
than one fifth of the votes. There 
is only one important exception: 
the United States can veto any 
proposal aiming at a change in 
the gold value of the dollar. On 
that we won’t back down. 
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after the start of the war this 
publication ventured to express 
the opinion that the maximum 
inflation of the price level prob- 
ably would not exceed half as 
much as the price rise accompany- 
ing the First World War. The 
prediction still looks reasonably 
safe to us—since to date the rise 
has been only about 29 per cent 
as great. 

Of course, as always happens 
under protracted war, we are 
reaching—indeed, we are close to 
—the absolute limits of industrial 
production. In 1939 the produc- 
tion index advanced 24 points 
from a fairly low level; in 1940, 
it rose 14 points; in 1941, 29 
points; in 1942, 29 points; and so 
far this year only 8 points. Under 
present limited war mobilization 
of manpower, it is doubtful if 
more than another 4 to 6 point 
rise is possible. It could go some- 
what higher if our people were as 
fully mobilized, and working as 
lon;: hours as the English—but in 
that case we would merely run 
into another limitation: that of 
raw materials, already ranging 
from moderately tight to very 
tight in various key instances. 

As already stated, there can be 
no important production decline 
within the remainder of this year, 
regardless of whether peace comes 
soon. At some time in the post- 
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war adjustment period, the pro. 
duction index must, of course, 
come down sharply from its pres. 
ent abnormal level—around 204 
—perhaps to 150, though som 
analysts are guessing 120 to 130, 
But that is another story, a bridge 
that it would be foolish to try to 
cross at this very considerabe dis. 
tance ahead. 









































The Growing Concentration ! 
of Industrial Production 
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complementary combinations else. 
where to offset the restrictive ef. 
fects of the former. This process 
is likely to continue in many fields; 
it is best known as diversification, 
by no means a misnomer. In. 
sense, diversification tends to feed 
on itself unless markets expand 
constantly, offering new outlets to 
those whose fields are trespassed 
upon by others. The ultimate ef- 
fect, however, is further concen. 
tration, no matter how circuitous 
the route. 

Its implications are important, 
both from an economic and social 
viewpoint. The main value lies 
in stabilization; but it may well 
signify the future evolutionary 
course of small business. Regard. 
less of outside influences, trends 
towards consolidation will con- 
tinue, though tempo and direction 
will change in line with the dic. 
tates of a more mature economy; 
being a living organism, the latter 
will never become static no matter 
what future pressure may be 
brought to bear. 

To retain flexibility and the 
highest degree of usefulness, ith... 
requires not an overdose of regu: fies ; 
lation and control which might}, 
only strangle it but practical co-f), 
operation and intelligent supet-fhy Sy 
vision where such is indicated in 
the interest of public welfare. 
Such a course not only will permit 
big business to fulfill its normal 
function in the best possible man- 
ner; it is the best guaranty of 
survival for small business which, 
perhaps more than its biggef 
rivals, depends for success on the 
free play of private initiative and 
private enterprise. Without it, t 
could neither exist nor grow. 
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all these things 


CAP 
SHORTS 6 
UNDERSHIRT = > 
Tle o . 
-23 
(Weel) 26 
23 


(Cotton) § .43 


SOCKS 

i BELT 

i LEGGINGS 

HELMET 

' CANTEEN 
ENIFE 
FORK 
SPOON 
BATH TOWEL 





{AVING BRUSH 3S 
02 

17 

$5.79 


(Figures turnished by 
Quartermaster General) 





fom your electric bill! 


I: you buy electricity from a self- 
supporting, business-managed 
electric company, 24c out of every 
dollar you pay is promptly passed 


along as taxes. (1942 figures. 
1943 will be higher.) On an an- 
nual household electric bill of 
$37.50, the total tax is about $9.04. 
e $3.25 of this goes to local gov- 
ernments for schools, roads, po- 
lice, etc. — and $5.79 goes to the 
federal government. At Army 
prices, the $5.79 paid by one fam- 
ily will equip one soldier with all 
the things shown here. 

e The total federal tax of this 
industry is $402,000,000—enough 
to buy the same equipment for all 
the Army, with millions left over. 














































e When you remember that the 
service supplied by electric com- 
panies under business manage- 
ment is the only electric service 
federally taxed, it emphasizes 
even more the outstanding job 
these companies have done in 
stepping electric production up, 
up, UP to meet every war demand 
—while keeping prices down! 





This Page Sponsored by a Group of 137 


ELECTRIC LIGHT and 
POWER COMPANIES* 


Self-supporting, Tax-paying Businesses 


* Names on request from this magazine. 





Don’t Waste Electricity Just Because It Isn’t Rationed! 
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Keeping Up With 
The Industrial Revolution 


BY JAMES 


SuPER-BOMBERS — Some 
months ago Gen. Arnold, chief of 
the Army air forces, said that the 
familiar “Flying Fortresses” 
would be the last of the “small” 
bombers. It can now be revealed 
that their successors are ready and 
before long will be heard from in 
action. Specifications, quite nat- 
urally, are a deep secret—except 
for the calm and public assertion 
that the new “‘supers” are capable 
of hauling half a freight car load 
of bombs across the Atlantic and 
of flying back home non-stop. 
They are powered with Wright 
Cyclone-18 engines, said to be the 
most powerful service engines now 
being built. This is perhaps most 
interesting as a foretaste of what 
is to come in commercial trans- 
ports after the war. Flying men 
believe that the coming trans- 
ports will be able to provide serv- 
ice so cheaply—at 100 to 150 pas- 
sengers per plane—that American 
tourist traffic, even among ‘“‘white 
collar” vacationists, to Europe 
and South America will greatly 
dwarf any past level of tourist 
business. It is a probability that 
many people have not adequately 
taken that into account in project- 
ing our foreign trade possibilities 
in the post-war world. American 
tourists’ dollars mean that for- 
eigners will have the exchange to 
pay for large quantities of ex- 
ports from America. 


HiGH-OcTaNE GASOLINE—It is 
an ingredient called iso-octane 
that makes 100-octane gasoline, 
for aircraft motors, so powerful. 
Fifteen years ago, when it was 
first used in experimental labora- 
tories, iso-octane cost $30 a gal- 
lon. With today’s expansion of 
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facilities, together with use of the 
most advanced automatic controls, 
the cost is only 15 to 20 cents a 
gallon. The best gasolines avail- 
able to motorists after the war 
will be better than present cars 
can use. Its use will be restricted 
until the new cars, with redesigned 
engines, are in production. That’s 
some time ahead. 


THAT’s AMERICA—It is no won- 
der that Hitler did not know what 
American industrial ingenuity 
could do in pouring out weapons. 
We in this country had only a 
faint idea ourselves—until the 
heat was turned on. For just one 
example, making a gun barrel used 
to be a slow and intricate process. 
Now Timken Roller Bearing is 
turning out 6,000 barrels per 
month. There are scores of others 
working similar magic. We are 
making complex war equipment 
now almost as readily as we used 
to grind out automobiles and ice 
boxes and radios, etc. 


Post-WaAR RuBBER—In an active 
year before the war the consump- 
tion of rubber in this country was 
about 10 pounds per capita. In 
most other countries it was a small 
fraction of that—for instance 
3/10 of a pound in Russia and 
3/100 of a pound in China. If 
there is improvement ahead in the 
living standards of backward 
countries, as we all agree there 
should and probably will be, even- 
tual rubber consumption may well 
be large enough to utilize all the 
rubber available, whether natural 
or synthetic or both. At any rate 
that is the hope that forward- 
looking men in the American rub- 
ber industry are tieing to and bas- 
ing their long-range plans on. 
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The $25 Billion Federal § p< 
Investment Wh 





ny in 
ges 
vide 


omp 
obvious reasons, such a scheme ing, 


finding little favor in indus rest 
which frowns on any sort of Gy cht 
ernment partnership in their buiae 
ness as potentially nullifying dy 1 
idea of free enterprise. the 
Industry itself is formulatifisnd 
counter-proposals which seek time, 
avoid just such possibilities. Thies 
envisage, first of all, comple.) 
Government withdrawal from titer 
industrial field including abandoghe p 
ment of the idea of so-callfhowe: 
“yardstick” plants run by the Gof, to 
ernment to measure the service dirder 
private industry to the public amar e 
establish cost factors. As to tiimon 
disposition of Government-own@f ey 
plant facilities, it is suggested tha)! a: 
the Government formally aad | 
nounce its intention to retain owifhat 
ership of those facilities essentiffjant 
to national defense but which ith 
not lend themselves to peace-timgituat 
production. This means _primones 
rily powder and shell loadinfitatir 
plants, and little else. Secondlffacili 
Government should announce iff we 
intention to sell all other planind a 
and equipment to the highest bidfhrea 
der. Provision should and coulf Ty 
be made that the buyer use tiBiew, 
plant, or if he finds this impossfhice, 
ble to do at a profit, offer it fis th; 
re-sale. In this way, it could MM, 4 | 
prevented that any company pun 
chases and then closes down Got , 
ernment plants to restrict produthhea 
tion and maintain high  priceiffor p 
Admittedly, this method has itfete; 
drawbacks as it would be difficulfh, m. 
to enforce such a contract. Sale tihl) 5 
the highest bidder may also penfate 
ize companies which patrioticalif 7 
financed their war expansion then§,,. 
selves; a rival, buying at lot apa 
prices, may thus cut far below th on 
other’s cost. Still it is felt thal vnt 
such potential evils cannot posfong 
bly outweigh the peril inherent i..4 
Government retention and operify , 
tion of plants, on whatever scale, 
As a corollary, it is proposed thilf., 4 
Government announce its intéliea, 
tion to eliminate excess profit ;. 
taxes after the war and reduthi. 
normal corporate income taxes ‘ 
as to provide the incentive neede 
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yencourage corporations and in- 

————F tors to buy Government plants 
:edera| por peace-time business. 
; Whether the Government has 
ny intention to fall in with such 
——~fggestions is another matter. 
ge 619) vidence is rather to the contrary. 
ompetitive bidding, for one 
scheme hing, may not be in the best in- 
Nn industfhrest of the tax payer who has a 
rt of Go ght to expect a fair price for 
their bufMhat, after all, is his investment. 
lifying til more open to doubt, however, 
the Government’s willingness to 
ormulatitfiandon, at least for some time to 
h_ seek time, the economic power it pos- 
ities. Thies by virtue of its vast indus- 
complffial investment. While private 
I from titerprise obviously recoils from 
y abandotie possibility of abuse of this 
so-callower, Government in turn is like- 
y the Gof, to insist on this very power in 
' Service @irder to cope effectively with post- 
public afar economic problems. Foremost 
As to tifimong the latter is maintenance 
ent-own®f employment. It is a_politi- 
ested thifal as well as economic necessity, 
nally wind hence it is safe to assume 
etain owighat the handling of Government 
S essenti@lant capacity will tie in closely 
which @ith the post-war employment 
eace-timfituation. In this respect, Mr. 
ns prim™ones has been very definite by 
1 loadiyftating that much of the industrial 
Secondlfficilities will have to be employed 
1ounce iif we are to keep people at work 
er planifind avoid a depression that might 
ghest biffhreaten our whole economy. 


and cou Thus it appears that the two 
r use Uiewpoints will have to be compro- 
| Imposshised. Just how, is difficult to say 
ter it ff this writing since plans continue 
could ya state of flux. The multi-bil- 
pany Pulfion dollar munitions industry is 
own Got course beyond salvage for 
t produtheace-time use, except as needed 
h- priceffo military purposes. But a most 
d has itfetermined effort will no doubt 
e difficile made to liquidate constructively 
t. Sale ttl! other facilities usable by pri- 
so pentfate industry. 


i. 
noc This still leaves open the mat- 
1 ect of disposal of the huge excess 
at lo Meigs ; 
selow tpacity in the aluminum, magne- 
felt thi ship building and probably 
‘pyothetic rubber industries, far be- 
fond any possible peace-time 
teds. As to the numerous types 
Mf new manufacturing capacity 
teated during the war, it is al- 
tady evident that conversion to 
eace-time use of at least part of 
tis definitely planned by a sub- 
1 reduce. a4: 
tantial percentage of manufac- 
taxes sl 
ids: Some expect to use both 
e neede 
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= >—Westinghouse—- 
NEWSFRONT 


Westinghouse ingenuity and inventiveness are continuously at work . . . 
discovering new ways to make better weapons of war—finding produc- 
tion short cuts—déveloping more efficient engineering and management 
policies . .. with the single purpose of hastening the day of Victory. 


ale. 


rere 
es 


ss 


Forging, plowshares into swords is another way of describing how 
Westinghouse is converting familiar products of peace to wartime use. 
Here a Westinghouse worker is spot welding a thermostat, formerly 
used in controlling the temperature of electric irons. Thousands of these 
thermostats are now used to detect fires in war planes, motor trouble in 
army tanks, and overheating in battleship gun equipment. 


Better tin plate means better protection for canned food consumed by 
our armed forces and rationed civilian population. This Westinghouse 
pin hole detector automatically spots and marks tiny holes . . . invisible 
to the naked eye. . . as the tin plate races by at 1000 feet per minute. 
An electronic “electric eye” performs this modern miracle of scientific 
detection. Westinghouse Electric & Manufacturing Company, Pittsburgh, 
Pennsylvania, Plants in 25 cities—offices everywhere. 











their old and new facilities though 
probably at a reduced rate; others 
intend to scrap part of their old 
to use the newer and more efficient 
capacity. This may especially ap- 
ply to the steel, automotive, ma- 
chinery, metal fabricating, food 
and construction industries. 

It is obvious that early clarifi- 
cation of the Government’s plant 
disposal policy is an urgent neces- 
sity, the more so as a solution sat- 
isfactory to both sides will require 
far-reaching and wholehearted co- 
operation between Government 
and business. While political fac- 
tors appear to weigh heavily in 
the scale, the economic problems 
involved are no less complex. This 
is all the more reason to tackle 
them with the utmost speed to 
provide industry with a basis to 
build on. 





Operating Utilities 
After the War 
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record and location, which should 
make it somewhat of a favorite 
with New England investors. 

Pennsylvania Water & Power, 
as the name suggests, is a hydro 
property. The stock, traded on 
the Curb, does not attract specu- 
lative interest but the issue ap- 
pears to have investment merit. 

Idaho Power, formerly owned 
by Electric Power & Light and 
recently offered to the public at 
245£, is a hydro property with 
a record of steadily increasing 
gross revenues in the pust decade. 
Further growth is anticipated as 
the Reclamation Service of the 
Interior Department extends its 
irrigation projects in the state of 
Idaho after the war. The com- 
pany’s rates are moderate and its 
plant value has been “written 
down” to conform to the orders 
of State and Federal Commis- 
sions. The company currently 
produces a considerable excess of 
power, which is sold at a low 
rate to Utah Power & Light, and 
which might be available in later 
years to serve any extension of 
the irrigated area. 

Pacific Gas & Electric offers a 
substantial yield considering the 
company’s excellent record. Per- 
haps some investors are afraid of 
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California earthquakes and the 
queer politics which sometimes 
spring mushroom-like in that 
State. Fears of Jap invasion 
should now be pretty well ban- 
ished, but the company has doubt- 
less suffered from the severity of 
coastal dimouts. 

San Diego Gas & Electric is a 
former Standard Gas subsidiary 
which was offered to the public 
some time ago. As indicated in 
our table, it enjoys about the same 
market rating as Pacific Gas, 
which is to be expected because 
of its similar‘ location. 

Philadelphia Electric is a new 
comer to the “Big Board,” the 
holdings of United Gas Improve- 
ment having recently been dis- 
tributed to that company’s stock- 
holders. The stock is well re- 
garded by Philadelphia investors 
though recent earnings have suf- 
fered from a rate cut, higher de- 
preciation charges to meet SEC 
standards, and higher taxes. 

Consolidated Edison of New 
York is an old-time “blue ribbon” 
stock in the utility list, but inves- 
tors became frightened in 1942 
because of New York City’s small 
share in the war production pro- 
gram. Recently Edison’s excess 
load has been taken by a new 
aluminum plant, and doubts re- 
garding stability of the $1.60 
dividend rate now appear largely 
dispelled. Considering the com- 
pany’s strong financial] condition 
(recently illustrated by retire- 
ment of $20,000,000 bonds from 
cash on hand) the stock may even- 
tually regain some of its former 
leadership. 

Central Hudson Gas & Electric 
is a small company sandwiched 
between several big systems. The 
stock is conveniently priced for 
small investors and offers an at- 
tractive yield. Since the territory 
is not highly industrialized earn- 
ings are fairly stable. 

Houston Light & Power is 
showing the most rapid growth 
of any company in our list. Share 
earnings for the 12 months ended 
July 31 gained nearly 38 per cent 
over the previous period. The 
stock is not fully “seasoned” and 
its yield is relatively low, but any 
increase in the dividened rate 
might be reflected in the price. 

Washington Gas Light has en- 
joyed a very long and honorable 
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record of dividend payments, h 
considering its location in ty — 
country’s capitol where there my C 
be some measure of deflation 3 
ter the war, the recent sharp gy 
in earnings is evidently being dif — 
counted by investors. | 
Peoples Gas of Chicago hy 
had a very successful record jgposit 
recent years but has not yefions 
achieved the investment standings 
of its neighbor, Commonwealifhg. 
Edison, possibly because of ney [r 
ly-developing regulatory meafiad 
ures by the Federal Power Comfhan 
mission over the wholesale naturfirice 
gas business. alf 
Public Service of Indiana hafihe | 
been in the hands of the publiill 
only a year or so but has enjoycigf $ 
substantial price appreciation dugurr 
ing that period, as its statisticiifhis 
merits gained recognition. For la 
merly part of the Insull systemffurt: 
the company has been put on ithe 
own feet and its bookkeeping§ith 
thoroughly scrutinized by thles 
SEC and the Courts. 23. 
Indianapolis Power & Lightoug 
earnings reports have been someets. 
what irregular which may accouigite | 
for the low price-earnings ratiojffers 
It appears to deserve greater imfrv 
terest on the part of investongeha 
searching for better-than-averagmipe 
yield. he | 
‘ Brooklyn Union Gas has beeqgenc 
handicapped by higher costs, book for 
keeping adjustments, and _ larg’ rab 
maturities within the next fepYér 
years. This doubtless explains the" 
low dividend rate (since the mang Té 
agement is anxious to build wt 
cash to retire debt) and _ consegqui 
quent position of the stock at th mhz 
bottom of our list. al 
With the industry’s construt bE 
tion at the lowest point in eigh! 
years and depreciation reservt ile 
mounting, there is a growing tet nd 
dency to retire funded debt. Tw! ‘ 
important such moves have Jus i 
been announced: a coming $20 ° 
000,000 debt retirement by Cot a 
solidated Edison of New Yor = 
and $7,038,000 by Connectidilft. 
Light & Power. ith 
Utilities which, in our opinioifiy 
have the most favorable post-wifi) 
prospects are Consolidated Gas “fj. 
Baltimore, Commonwealth Edg,, 
son, Pacific Gas & Electric, Publi naj 
Service of Indiana and Consol 4 
dated Edison of New York. igh 
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Companies Favored by 
Highly Liquid Positions 





(Continued from page 627) 


hicago hy 

record jgosition is regarded ample for 
S not ydmonsiderable expansion of activi- 
it standiyfies without recourse to borrow- 
monwealifiiy. 

se of nev International Shoe Co., largest 


ory mewfind well integrated domestic 
ower Confhanufacturer of low and medium 
ale natunfiriced footwear, carries nearly 

alf its working capital in cash, 


indiana haghe former amounting to $64.55 
the publfmillion, and cash and equivalent 
as enjoyegpf $30.57 million comparing with 
‘iation duurrent liabilities of $5.28 million. 


- statisticfhis unusually high ratio of cash 
‘ion. Fo largely due to shoe rationing, 
ull systenffurtailing normal civilian sales; 
put on itgte sharp rise in cash coincided 
okkeepingfith notable declines in receiva- 
1 by  thiles and inventory, the latter with 

23.94 million representing 
& Lightfoughly one-third of current as- 
een somegets. Since the start of the war, 
ay accourgme firm is handling large war or- 


ings ratiogers and set up a contingency re- 
xreater immerve of $1.25 million to cover 
investoehabilitation and _ reconversion 


xpenses which by the nature of 
he business should be small. Ab- 
nce of prior obligations has 
forded the management consid- 
rable latitude for maintaining 
ver a long period a fairly stable 
ividend record; hence the stock 
sregarded as more conservative 
type than the average industrial 
quity. Current extreme liquidity 
nhances this status but more nor- 
al relationships can be expected 
fter the war. 
Timken-Detroit-Axle Co., first 
anking manufacturer of rear 
sles normally supplied to truck 
nd bus makers but now largely 
igaged in war work, is another 
xample of sound liquidity among 
ar contractors. Cash and Gov- 
tment securities of $22.66 mil- 
lon almost equal working capital 
Mf $23.91 million, and compare 
ith current liabilities of $23.11 
ee Inventories of $15.65 
, lion constitute roughly one- 
a hird of current assets which with 
sc. Publi 47.02 million in turn represent a 
! Consob ajor part of total assets of 
k 54.14 million. The extremely 
OFX: figh ratio of cash is partly due to 
ast year’s sale of a $10 million 
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debenture loan whereof $1 million { 
has been made current on the 
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latest balance sheet, with the re- 
mainder of $9 million carried as 
long-term debt. The financing re- 
flected the need for additional 
working funds to handle the swol- 
len volume of war business but 
even without them, the financial 
position would appear fairly good. 
Under the circumstances, the com- 
pany should have no difficulties in 
repaying the annual maturities of 
$1 million. There is a contin- 
gency reserve of $1.76 million. 
Net plant of $4.74 million is well 
depreciated ; the smallness of plant 
account is due to the fact that a 
sizable part of war operations are 
carried on in a Government- 
owned plant leased to the com- 
pany. In addition to aforemen- 
tioned current assets, there is a 
post-war credit of $870,000. 


National Acme Co., largest 
producer of multiple spindle auto- 
matic machines, is another concern 
that believes in sizable cash hold- 
ings. Of net working capital of 
$9.44 million, $6.82 million con- 
sist of cash and equivalent. In- 
ventory of $10.87 million repre- 
sents about 43% of current assets 
which amount to $24.82 million 
and constitute a major part of 
total assets of $29.28 million. In 
recognition of the post-war haz- 
ards attached to the machinery 
business, the relatively large 
amount of $3.75 million was set 
aside for contingencies and post- 
war adjustments. Current liabili- 
ties of $15.37 million reflect pri- 
marily tax liability estimated at 
$16.43 million whereagainst the 
company holds tax anticipation 
notes in the amount of $5.50 mil- 
lion, reducing net tax liability on 
the balance sheet to $10.93 mil- 
lion. On the whole, National Acme 
appears to be well fortified against 
the vagaries of post-war business 
which finds reflection in the price- 
earnings ratio of the stock of 
13/1, relatively high for this 
group. Additionally, it has some 
advantage over the machine tool 
industry generally in that it manu- 
factures several non-machine tool 
products which should help sus- 
tain sales. 

Numerous examples of liquidity 
can be found elsewhere. At pres- 





American as Apple Pie 

Few business institutions are so typi- 
cally American as the chain stores. Few 
have played a more important role in the 
life of the average American, or are more 
likely to continue to do so in the future. 
Merrill Lynch, Pierce, Fenner & Beane, 
prominent New York investment house, 
has long contended chain stores have 
more than justified their existence, are 
deserving of public support, and hold at- 
tractive possibilities to the astute in- 
vestor. Offering new evidence of the 
strength of 31 leading chains, the firm 
has just published The 1943 Chain Store 
Booklet to inform interested readers the 
story of chains in wartime (18 leading 
chains reaching $1,899 million total sales 
in the 6 months ended June) and of the 
part they are likely to play in the post- 
war world. 
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THE 1943 CHAIN STORE BOOKLET 
. . . Discusses trail-blazing 


As American as apple pie, the Ameri- 
can chain store system blazed a trail 
where none had walked before by using 
centralized management to keep costs 
down, have grown to great stature and 
influence in the nation’s everyday life. 
Interesting in itself as an historical sur- 
vey, the new booklet is of especial value 
to those investors having chain store se- 
curities and those who might wish to 
investigate the advisability of adding 
such securities to their portfolios in the 
future. 

Frankly, Merrill Lynch, Pierce, Fen- 
ner & Beane* is convinced that the com- 
prehensive picture of chain stores and 
their future which the booklet presents 
will convince many readers that chains 
merit the consideration of conservative 
investors. Holding firmly to its policy that 
the final decision to purchase any secur- 
ity must rest wholly with the investor 
himself, MLPF&B urges every investor 
to send for the chain store analysis, 
certain it will prove enlightening in 
making that decision. Copies will be sent 
without cost or obligation to those 
sending their request to Merrill Lynch, 
Pierce, Fenner & Beane’s headquarters, 
70 Pine Street, New York 5, N. Y. 
*Merrill Lynch also invites investors to inquire about 


other types of investments in which they are 
especially interested. 





ent, it is especially characteristic 








STOCKS 


Experts Favor 


for Next Advance 


SPECIAL UNITED OPINION 
A report, newly prepared, lists 
the 12 issues most recommended by 
leading financial authorities for 
market appreciation. 

Stock selections of more than 

ten advisory services have been 

reviewed in the preparation 

of this exclusive Report—ob- 

tainable from no other source. 
An “introductory” copy of this val- 
uable 12-stock Report will be sent 
gladly on request. 

Send for Bulletin MW-15 FREE! 


UNITED BUSINESS SERVICE 


210 Newbury St. A Ce Boston, Mass. 


WARTIME 
INVESTMENT 
Strategy 


Would you like to check your 
investment strategy with that 
of Babson’s? If so, clip this 
advertisement, send it to us 
with a list of 7 securities you 
own. We'll tell you whether 
our strategy is to Hold or 
Switch. No cost or obligation. 
Write Dept. M-7. 


BABSON’S REPORTS, INC. 
Babson Park, Mass. 




















of the merchandising group, re- 
fiecting reduced inventories and 
receivables as a result of merchan- 
dising shortages. The figures for 
Montgomery Ward and Sears 
Roebuck in the accompanying 
table illustrate the point; in both 
instances, the large ratio of cash 
to working capital is noteworthy. 
This of course is a war-time phe- 
nomenon typical of most indus- 
tries whose normal business is 
curtailed and where adaptation to 
war work is difficult or impossible. 
Leading gold mining companies 
likewise are extremely liquid, due 
to suspension or curtailment of 
mining operations for the dura- 
tion of the war. Cash holdings of 
MacIntyre Porcupine, exceeding 
entire net working capital, is an 
extreme instance. Generally, how- 
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ever, evidence of financial pru- 
dence in the form of greater than 
normal liquidity can be found in 
every sector of industry. Those 
companies adhering to such a pol- 
icy will find it an important and 
valuable post-war asset. 





Answers to Inquiries 
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appears reasonably priced in rela- 
tion to prospective earnings. We 
would continue to hoid this stock 
for the time being. 


Bank Stocks 


“My account consists entirely of the 
following bank stocks on which I should 
like your frank opinion as to possibilities 
for further capital growth and increased 
income: 30 shares Guaranty Trust, 140 
shares Manufacturers Trust, 65 shares 
Chemical Bank & Trust, 35 shares 
Bankers Trust, 50 shares Bank of Man- 
hattan.”—Mr. W. K., Allentown, Pa. 


While we appreciate that the 
various holdings owned by the 
banks represent a certain degree 
of diversification, we feel that it 
is unwise to place your entire capi- 
tal in any one field. Not more 
than about 15 per cent of funds 
should be in one group—but this 
representation is certainly war- 
ranted in the banking stocks in 
view of the increase in earnings 
and book values. 

For the first half of 1943 the 
sound financial institutions in 
which you are committed earned 
as follows: Guaranty Trust $9.23 
a share vs. $6.00 in the first half 
of 1942; Manufacturers Trust 
$2.09 vs. $1.79; Chemical Bank & 
Trust $1.32 vs. $1.15; Bankers 
Trust $3.64 (including $2 a share 
transferred from reserves) vs. 
$1.26; Bank of Manhattan $0.66 
vs. $0.63. 

At the end of June 1943 the 
book vafues of these stocks were 
$317.17 per share for Guaranty; 
$40.48 for Manufacturers Trust; 
$40.54 for Chemical Bank and 
Trust; $49.01 for Bankers Trust 
and $24.54 for Bank of Man- 
hattan. 

Deposits are expanding at a 
rapid pace and the earning assets 
of banks are on the increase. Of 


; ined 
course, taxes will determine wha ls 


portion of the gross earnings ighsy tr 
going to be translated into terpfuith 1 
of net income—but we look t “nm m 
no further sharp increase in sift ' 
. will ag 
tax rates. Bank earnings should} jich 
be the highest since 1931. In thef J 2 
first half of 1943, $29 billions Ju 
were added to the public debt andi” ¢. 
in the second half this figure will ot 
probably reach $35 billions. Theluent a 
banks will buy about $15 billionsfing w/ 
of governments in this second halff#/ ¢ 
year. A lowering of reserve re. 7 
quirements may be seen before a 
1944 permitting a further growth[ Mont 
in the earning assets of the five 
banks in which you are represent} y, 
ed—all of which have alread con 
witnessed considerable expansions; .; 
in the past year and a half. fun 
Regarding income, the shares}f-an} 
you hold paid you $851 in 19424omn 
This represents a yield of 4.04%phat 
on the present worth of your list}, m, 
This is a good return but not un} y, 
usually large considering your ob}4 m 
jective of increased income. Desfyyin 
pite higher bank earnings, confdya) 
servative banking procedure dich hig 
tates against the probability offver, 
much expectation in the way of inthare 
creased dividends. meeiy 
To sum up, your bank stock§q diy 
have good prospects for furtheqs; y, 
longer term capital appreciatiomfon yc 
and offer a moderate, dependabldhave 
income. Diversification principleghad | 
recommend that only 15% offissel 
your list be in banks, however, dinec 
and your need for higher yieldyoy 
makes it advisable to select imyoul 
come opportunities recommendeditock 
in the Magazine of Wall Streetfearne 
from time to time, in order tihs co 
bolster the dollar return. Perdand « 
haps some high yielding preferredfxcell 
stocks and medium grade _bondsix m 
might be added to  strengtheti[so.4- 
your list now all in commotthe ¢ 
shares. Some such senior secuti{stock 
ties offer growth potentialitieffo b 
equal to the bank stocks. end 
woul 
part 
»ppo 
80 Wi 
Dears 
What I would like is some good soum ld 
advice. About July Ist, I had $14,000 
my account and bought 800 shares f° P! 
United Aircraft on a margin for thivestn 
dividend. I got it at the high around $forth 
and thought it might go a point or “Kendo, 
higher, but before I could catch m befor 
breath, it dropped and being rather com 


Advice on an Untimely 
Commitment 
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. wmned sold it at 35%, thereby losing a 
ine What qodly sum. The firm with whom I do 
"NINGS iny trading here are not so satisfactory 
to ct with regard to advising a client, and I 





look forgan more or less on my own. I feel I 


2 ing wed some constructive advice, and you 
7 ’ 


| will agree when I outline my latest move, 
s shoult which has also turned out disastrously. 
. Inthel | bought Atchison, Topeka & S. Fe 

billions§o July 22nd for the dividend at 65% 
debt anda” a margin, and am, of course, stuck 
‘ if with it. Over the week-end, developments 
gure wil broke in Europe and this stock especially 
ns. The went down about 12 points. I am wonder- 
~ billionsfing what to do with it. Whether to hold, 
ond half «1 certainly hate to sell now and lose 











kk ke kk B. cause of the constantly 


erve fe mother large sum of money, or sell, increasing number of men on the different fronts, 
hel and buy something whereby I can re- ee OF Ws 
1 DETOrH up some of my losses —A. W., Butte, it is necessary for us to steadily increase our pro- 
r or ; 
fig Montana. duction and to make sure our men are NEVER in 
ve 


Dr : : ; need of supplies of any kind. 
-Present-) Your experience with two rep- sis 7 


alreadilesentative stocks, namely, United Our Government has entered into contracts with 
xpansionsircraft and Atchison, has indeed 
alf. — freen deplorable. We must admit 
e sharesrankly that your timing of the 
In 19424¢ommitments was very poor and 
f 4.04 %hat you were very unfortunate 
your list making these transactions. 
f not uy Your first mistake was buying 
your ob, margin. Your second error was 
ne. Destuying after United Aircraft had W A R z 0 N D S 
gS, COMAdvanced from a low of 253% to 
lure dich high of 40, or 58 per cent. How- 
bility offver, had you retained your 800 
‘ay of itthares of stock, you would have 
mteived a yearly income of $2400 ~ 
. it dividends based on the present For Profit and Income on a long pull basis is, indeed, 
“_ 3 yearly rate, or 7% per cent (Continued from page 637) very bright. But you pay for 
reciatiolfon your capital. While you would pe what you get in the stock market, 
pendablfhave had a larger loss at this time ‘S°™® 600,000 building craft and in relation to per share earn- 
rinciplefad you held same as the stock workers for more essential jobs. ings and dividends—even to prob- 
15% ofisselling at 32 14, Atchison has de- Of course, early end of the war abje dividends‘ of the next sev- 
noweverflined to around 60 and shows ‘" Europe probably would change era] _years—you have to pay a 
er yieldou a loss of 55% points. We this. During the depths of the big pretty “sweet” price if you want 
elect imvould not disturb the Atchison ¢Pression, building volume did leading chemical shares. For the 
nmendeditock at this price. This railroad "0t drop below $2/ billion—so _ high-taxed wealthy, not interested 
1 Streetfarned $27.46 per share in 1942, the coming further cut, if it de- i, good dividend yield, these 
order tis compared with $9.90 in 1941, velops, will be “something.” ctocks have their merits, but— 
n. Perfnd earnings for 1943 have been However far ahead, assured large el], suffice it to say that while 
referredexcellent thus far. For the first Volume prospect after the war the market was having its big 
le bond§six months of this year, it showed will no doubt continue to be a tise the chemical group did no 
rengthewis9.43 as compared with $7.80 for Strong supporting factor for this better than just tag along about 
commotthe same period of 1942. This §8'OUP of stocks. Up until several i Jine with the average of better 
r secutiftock appears reasonably priced at Months ago, its bull market chart grade industrials, and that since 
ntialitie6o based on earnings and divi- Pattern was moderately superior J ¢¢ January it has been losing 
| lend prospects. However, we to that of the industrial average ground against the market. 
vould counsel you to liquidate a 2nd subsequently, up to the pres- 
bart of your holdings when the ent writing, it has been almost 
pportunity presents itself to do ¢xactly on a par with the in- 
0 without loss, as $00 shares ap- dustrial average. Comparison of stocks making 
__ Pears too large a block for you to new highs and new lows in re- 
$14,000 Fold on margin. Furth i di hatically sh 
$14,000 if margin. Furthermore, it et: cent trading emphatically shows, 
shares #8 preferable to keep your in- No industry has been subject as still continuing, the long fa- 
n for tl®estments diversified, and hence- to more glowing analyses and  miliar investor preference for 
round $Korth, we would buy outright and forecasts than chemicals. So far peace shares and distrust of is- 
oint or “endeavor to make commitments as business volume is concerned, sues tagged as war stocks. Typical 


catch mj ; 
eeher Gn efore prices are far up. no one can deny that the prospect example of recent new bull mar- 


American industry to pay for the labor and material 
to produce munitions of war. 


It is our privilege to help pay for these munitions 
through the best investment in the world— 


INTERNATIONAL BUSINESS MACHINES CORPORATION 











ely Highs and Lows 


Chemicals 
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Beneficial 


Industrial Loan 
Corporation 
DIVIDEND NOTICE 
Dividends have been declared by 
the Board of Directors, as follows: 
PRIOR PREFERENCE STOCK 
$2.50 Dividend Series of 1938 
62!/.¢ per share 


(for quarterly period ending Sept. 30, 1943) 


COMMON STOCK 
30c per share 
Both dividends are payable Sept. 
30, 1943 to stockholders of record 
at close of business Sept. 15, 1943. 
E. A. BAILey 


Sept. 1, 1943 Treasurer 














LOEW’S INCORPORATED 

“THEATRES EVERYWHERE”’ 

September 3, 1943 

“THE Board of Directors on September Ist, 

1943 declared a dividend at the rate of 

5@c per share on the outstanding Common 

Stock of this Company, payable on the 30th 

day of September, 1943 to stockholders of 

record at the close of business on the 17th 

day Sg September, 1943. Checks will be 


mailed. 
DAVID BERNSTEIN, 
Vice President & Treasurer 











Allied Chemical & Dye Corporatioa 
61 Broadway, New York 

August 31, 1943 

Allied Chemical & Dye Corporation 
has declared quarterly dividend No. 90 
of One Dollar and Fifty Cents ($1.50) 
per share on the Common Stock of the 
Company, payable September 20, 1943, 
to common stockholders of record at the 
close of business September 10, 1943. 


W. C. KING, Secretary 











THE ELECTRIC STORAGE BATTERY CO. 


i The Directors have declared 
Ex rey) from the Accumulated Sur- 
1 plus of the Company a divi- 
BATTERIES dend of Fifty Cents ($.50) 
per share on the Common 


Stock, payable September 30, 1943, to stock- 
holders of record at the close of business on 
September 13, 1943. Checks will be mailed. 


H. C. ALLAN, Secretary and Treasurer. 
Philadelphia, September 2, 1943. 








UNDERWOOD ELLIOTT FISHER COMPANY 


The Board of Directors at a meeting held September 
9, 1948, declared a dividend for the third quarter of the 
year 1943 of 50c a share on the Common Stock of Under- 
wood BElliott Fisher Company, payable September 30, 
1943, to stockholders of record at the close of business 
September 20, 1943. 

Transfer books will not be closed. 


C. S. DUNCAN, Treasurer. 








ket highs are General Mills, 
Beech-Nut Packing, Colgate Palm- 
olive, Pacific Tel. & Tel., West- 
ern Auto Suppy, Allied Mills, 
Archer - Daniels - Midland, Coca 
Cola — all indubitably _ peace 
stocks. Typical new lows for the 
year are represented by Boeing 
Aircraft, Bullard Company, Con- 
solidated Vultee, Crucible Steel, 
Electric Boat, Holly Sugar, New 
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York Shipbuilding, Phelps Dodge, 
St. Louis Southwestern. Some ob- 
servers are growing a bit skeptical 
of the ‘‘mob psychology”’ reflected 
in these sharp divergences; and 
speculating—somewhat tentative- 
ly—that, for technical reasons, 
at or before the end of the war 
with Germany, the peace stocks 
may be the ones having the stiffest 
reaction, and that the war stocks 
or at least some of them, may 
have a good rally. Of course, at 
some point there is usually money 
to be made by coppering an ex- 
tremely one-sided popular con- 
sensus in the stock market—but 
the trick is to figure just the right 
time. There is plenty of money, 
and sleep, to be lost if you are 
“right too soon.” For our part, 
we just have no desire to make 
a guess right now. 





As I See It 
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satellites revolving around the 
strong powers. 

That the plans for reconstruc- 
tion will fully consider our own 
country’s fundamental interests 
was clearly demonstrated in Sec- 
retary Hull’s important radio 
speech on Saturday night. It dis- 
pelled the confusion, deliberately 
created by detractors of the Sec- 
retary, regarding the peace plans. 
It breathed of the highest liberal 
principles and put to rout those 
who, for purposes of their own, 
have been adding to the burdens 
of this great statesman by their 
organized attacks and attempts to 
create a false impression of the 
Secretary's attitude toward the 
great postwar problems. 

Now there can be no doubt as 
to exactly where Secretary Hull 
stands, and that our policy is to 
be a sound, commonsense middle 
course leaning neither to the left 
nor to the right. This will un- 
doubtedly disappoint a great many 
of the leftists parading under a 
liberal label. Their writings and 
their radio talks were directed at 
undermining confidence in our 
government policy, whenever we 
have not acceded to Stalin’s de- 
mands. And there are many others 
like Drew Pearson, who in his 
onesided ‘‘forbidden” story in 


PM found reasons for the “chip 
on Stalin’s shoulder’’—but not fo 
the chip on ours. At no time did kk 
speak of what has been done ty 
placate Stalin nor why Stalin; 
lack of cooperation should ne 
cause our government to be susp, 
cious of his aims. 


It must now be clear to even | 


thinking individual that our ow 
postwar prosperity will hing 
upon the most judicious handling 


of this titanic and complicated! 


postwar program. There is mud 
that we can do for Europe whid 
will not conflict with our nation) 
interests, and there will have ty 
be a giving and taking on all sides 
if we are to prevent another worl 
war within the next decade or two 

Foremost among these prob. 
lems is the great industrial caps 
city created for war production 
It might be well to consider t 
what extent a large portion of th 
government-financed machinery 0 
production for war purposes can 
be exported to Europe, so that it 
will not plague our own peat 
prospects. 

Wages and living standards | 
postwar Europe must be carefull 
gone into, as they will have an im 
portant bearing on the rapid re 


habilitation and buying power off} 


the peoples there. And, because of 
their necessity to export, the lor 
prices at which they will be ablet 
sell their manufactured good 
might well affect the wages and 
standard of living of our own peo 
ple. 

The stabilization of currencief 
needs also to be cautious 
worked out, so as to minimizj 
postwar financial disturbances 
first, a sound foundation must bé 
established for the currencies 0! 
the various countries in relatio 
to the pound and the dollar which 
while not philanthropic in charac 
ter, should be sympatheticall 
practicable and just to all in 
volved. 

Above all, we must have pi 
tience, if these problems are to bf 
solved, so that the seeds of at 
other war will not be plante 
again. Human nature being whi 
it is, it will require the wisdom 0 
a Solomon and the herculean ¢! 
fort of mind and nerve—plus th 
greatest cooperation on the pai 
of the citizens of this country ‘ 
see it through. 
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Selections for Short Term Profit 


You Will Be Advised What and 
When to Buy and When to Sell 








Geared To Today's Markets 


Short-Term Recommendations for Profit 
... Mainly common stocks but preferred 
stocks and bonds are included where out- 
standing price appreciation is indicated. 


Low-Priced Opportunities . . . Securities 
in the low-priced brackets with the same 
qualifications for near-term market profit. 


Recommendations for Income and Profit 
... Common stocks, preferred stocks and 
bonds .. . for the employment of your 
surplus funds and market profits. 


Low-Priced Situations for Capital Build- 
ing . . . Stocks in which you can place 
moderate sums for large percentage 
gains over the longer term. 


Recommendations Analyzed . .. Pertinent 
details as to position and prospects are 
given on securities advised. 


When to Buy . . . and When to Sell... 
You are not only advised what to buy 
but when to buy and when to sell—when 
to be moderately or fully committed... 
when to be entirely liquid. 


Market Forecasts... Every week we re- 
view and forecast the market, giving you 
our conclusions as to its indicated trends. 
Dow Theory Interpretations are included 
for comparison. 


Telegraphic Service . . . If you desire we 
will wire you in anticipation of decisive 
turning points and market movements. 


Consultation by Wire and by Mail... 
To keep your portfolio on a sound basis, 
you may consult us on 12 securities at a 
time ... by wire and by mail. 


Added Services... 


Business Service ... Weekly review and 
forecast of vital happenings as they gov- 
ern the outlook for business and in- 
dividual industries. 


Washington Letter .. . “Ahead-of-the- 
news” weekly reports from our special 
correspondent on legislative and political 
developments weighing their ef- 
fects on business and securities. 
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For Limited Time Only! 
MONTHS’ 

6 service 940 

12 $75 


MONTHS’ 
SERVICE 
Complete service will start at once 
but date from October Ist. Sub- 
scriptions to Forecast Service are 


deductible for tax purposes. ies 
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For Protection — Income — Profit 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 


I enclose [] $40 for 6 months’ subscription; [| $75 for a year’s subscription. 


0) Airmail Your Bulletins To Me. 


one year in U. S. 


Your subscription shall not be assigned at 


UR analysts have been weighing the action of the market and of 
individual securities in order to have Forecast subscribers take 
advantage of opportunities created by the recent consolidation phase. 


Now they have selected the following stocks for short term profit... . 
5 Low-Priced Opportunities . . . 5 Dynamic Special Situations ... 

averaging under 9. Stocks, in- averaging under 34. Active 
trinsically sound, selling in a low speculations checked for funda- 


price range. Emphasis onleverage mental strength. In good position 
and high percentage gains. for market appreciation. 


Immediately on receipt of your enrollment, these new selections will be 
sent you. They will be kept under our continuous supervision and you 
will be advised when to buy and when to make changes in your position. 


A Specialized Security Service 
Created to Your Needs Today 


Busy with your regular business affairs . . . the work from which you 


derive your primary income ... you may not have the time to keep a 
constant watch on your investments for capital growth; for income and 


appreciation .. . to maintain your portfolio on a sound, flexible basis. 


The Forecast can help you and be worth to you many times its cost. 
With its skilled analysts .. . tested barometers ... private stock ticker 

. statistical, chart and research resources . . . it will provide you 
with programs for the shori term and for the longer term .. . for 


capital appreciation; for investment and income. 


. Our initial valuable report on your holdings. 


Enroll With 
The Forecast 
To Receive: 


. Five Low-Priced Opportunities under 9; five 
Dynamic Special Situations under 34. 


. Our forecast of current market ... of the 


next important upmove. 


Only 3 points profit on 25 shares will cover our service fee for a full year. 











MAIL YOUR ENROLLMENT TODAY [2*"***"""*"""""==™ 


9-18 








(Service to start at once but date from October 1, 1943) 


() Telegraph me collect in anticipation of im- 
portant market turning points . . . when 
to buy and when to sell. 


(O $1.00 for six months; [J $2.00 for 
and Canada.) 


Ce 
eee eee eee eereeereeeerereresres sees eesresesresreeseeeseesreseseseseesesee 


eee ereeseeeseeeseseeeeesesesesessseseseeee es DUALS. pec eee sense ssesece 


List up to 12 of your securities for our initial 


time without your consent. analytical and advisory report. 
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Available for the Duration 





...in Moderation! 


SCHENLEY 


BLENDED WHISKEY 


86 proof. 60% neutral spirits distilled 
from fruit and grains. Schenley Distillers Corp., N.Y.C. 


PPrry<<<< 








So far we have accomplished 
miracles, despite the vicious and 
hampering attacks from all sides, 
as well as the fears of those who 
are well-meaning but short-sight- 
ed. The need today is for more 
intelligent and objective thinking, 
based on commonsense, both in 
the recognition of our accomplish- 
ments and the obstacles still to be 
overcome. 

For, with an adequate solving 
of our postwar problems, we will 
have gone a long way to insure a 
lasting peace—and this war will 
not have been fought in vain! 





Another Look At 





(Continued from page 638) 


the company entered the manu- 
facturing business by purchasing 
part interests in various compa- 
nies in addition to the 59% inter- 
est in the Gleaner Harvester Co. 
it already had. They were impor- 
tant factors in sustaining the 
sharply reduced war-time income. 
Surety operations were expanded 
appreciably by acquisition late last 
year of an 84% interest in the 
Manufacturers Casualty Insur- 
ance Co. of Philadelphia. The 
company thus has now many di- 
verse investments, some of them 
no doubt temporary and acquired 
merely to tide it over the war pe- 
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riod. This should be true partic- 
ularly of the Gleaner Harvester 
Co., according to indications of 
the management. Meanwhile, 
this latter investment has paid 
well with dividends received so 
far amounting to over twice the 
purchase price of the Gleaner 
stock. For the duration, income 
from the manufacturing interests 
will doubtless be the largest single 
source of revenue, followed in im- 
portance by profits from the in- 
surance business and the factoring 
division. Post-war prospects 
point to quick recovery of the 
company’s strong position in the 
instalment financing field which in 
the past has been productive of 
excellent earnings. While profit- 
margins after the war may be 
somewhat narrower than pre-war, 
income from other business should 
stabilize earnings and enhance the 
outlook for continued good re- 
sults. Reflecting the improved 
immediate earnings prospects as 
well as the promising post-war 
outlook, the common even at pres- 
ent somewhat advanced levels of 
about 401% does not appear over- 
priced. The year’s high was 44. 


National Dairy Products 


The stock, currently selling at 
about 20, has held close to the 
year's high of 21% as the com- 
pany’s sales and earnings so far 
this year have been running well 


ahead of last year’s. This fou 
reflection in the company’s repof 
covering the first half year, show 
ing net of $6.01 million or 96 
per share against $5.42 million 
86c in 1941. The rise in sale 
was proportionately greater th 
the earnings increase but mount 
ing labor costs and higher taxeg 
tended to minimize the effect of 
record volume of business dong 
which came to $288 milliog 
against $263 million during the 
first half of 1941. Over the re 
mainder of the year, further vole ‘ 
ume gains are, however, probe 
lematical, especially as milk pros 
duction is expected to recede 
somewhat during the near term 
On the other hand, output of 
manufactured products may ine 
crease somewhat; nevertheless, 
the substantial first half gain im 
operating income is expected to 
taper off. Since no excess profit 
tax carry-over is available, this 
year’s over-all increase in operat. 
ing income will probably moré 
than offset heavier taxes and ag 
gregate yearly earnings should ex 
ceed last year’s results of $1.9§ 
per share. The company is in afl 
excellent cash position. All bank 
loans have been paid off and cash 
holdings are currently around $36 
million compared with $17 mi 
lion at the beginning of the year 
Reserves of $7.5 million for possé 
ble future inventory adjustments 
and contingencies are believed to 
be far in excess of any likely im 
ventory loss which might be sus 
tained in the post-war period 
With working capital in excellent 
shape and liquidity steadily i 
creasing, a higher regular divs 
dend or declaration of an extra 
dividend later this year would no 
be surprising. Some _ estimate 
1943 net as high as $2.50 pe 
share, before reserves for contin 
gencies and possible loss on the 
sale of fixed assets, should any bt 
disposed of. Considering thi 
favorable over-all picture, th 
stock’s resistance in recent wea 
markets is easily explained. Whil 
the return at present is less th 
414% from the well-protected 8¢ 
dividend, which may be raised 0 
supplemented by an extra, tl 
stock continues to have at lea 
moderate appeal at current leve 
At any rate, it is well worth holf 
ing on to. 
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